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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: ney Capital, Surplus 
55 Wall Street 2357 $s and Undivided Profits 
New York EAE $225,347,466.11 


Condensed Statement of Condition as of December 31, 1931 


ANCLUDING DOMESTIC AND FOREIGN OFFICES 


ASSETS 
Cash in Vault and in Federal Reserve Bank..... » oe 66 $174,642,878.70 
Due from Banks and Bankers 183,551,727.68 $358,194,606.38 
Loans, Discounts and Bankers’ Acceptances 913,237,064.08 
United States Government Bonds and Certificates. .. ..$250,611,950.54 
State and Municipal Bonds. ..............+essse0006  8,485,995.63 
Stock in Federal Reserve Bank.................+++2  6,600,000.00 


Other Bonds and Securities 106,892,429.76  372,590,375-93 








Ownership of: 
International Banking Corporation.....:.........sseeeeeseeeeees 8,000,000.00 


RG ae ae Rika whGSAPAERASS C4A0 sc rccsecveenpocccrcssee  OESRGMERTR 
RRND I NOI snc tis Sid Sassine vi.cececece pons cece 9,846,619.36 
Customers’ Liability Account of Acceptances ...........0eseeeee0+++ 126,849,742.60 
Ni hbk cede eed RN de AOE Bis o o 500.5 b-0a84 000500 000 0% 0 73733764.87 

TETTTTIT ITIP TTT LE beeen itacese® $1,857,975,421.34 











LIABILITIES 
I ooh bg Se be nik o's veicclns inane’ seas os on on 0c 0 cPlSgROON00.00 


Surplus............ 90,000,000.00 


SN Ms Sis5 ose ky bs ccsecesncicnccecove ERGs e6002 $220,307,066,0% 


Reserves for: 
Contingencies 14° 25,534,154.61 
Accrued Interest, Discount and Other Unearned Income” 4:411,279.24 
Taxes, Accrued Expenses, et cetera 11,058,409.64 
Dividend Payable January 2, 1932 


Liability as Acceptor, Endorser or Maker on Acceptances 
and Bills 166,721,252.20 


EE ESE er Te MP Oe St SoM eT ET TET ST aT ET ETE TETETEE ENE va 
$1,857,9752421.34 








Figures of Foreign Offices which are included herein are as of Decémber 24, 1931 
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“Your last letter is sure sound and sensible as previous ones. My 
money is in the savings bank as you suggested waiting your further 
advice. My friends (broker included) thought me foolish for selling 
my stock as you advised but we all see that you were surely right.” 


The above quotation from a recent 
letter from one of our clients outlines 
the policy of this service which has 
saved our subscribers hundreds of 
thousands of dollars. 


Since this letter was written, the 
funds referred to have been reinvested 
and the commitments closed out at a 
profit of about 10%. In short, since 
this client enrolled a few months ago 
we have 


Prevented a loss on_ securities 
already held by advising sales at 
the right time. 


Purchased at the beginning of the 
only market rise of this period. 


Selected stocks which made the best 
advances. 


Taken profits in anticipation of a 


reaction. 


This is not an unusual instance of 
the value of the counsel rendered by 


the Investment Management Service 
—it is a sample of the routine work of 
serving each client. We can assist in 
the handling of your investments 
with an equal degree of safety and 
profit. This is so because our plan of 
service provides for the application of 
our extensive facilities and the opin- 
ions of our staff of experts to the per- 
sonal affairs of each individual client. 


By keeping your investments under 
the constant supervision of an account 
executive who is thoroughly familiar 
with your personal situation and re- 
quirements, we are able to work out 
your particular problems and put you 
well on the road to investment re- 
covery. 


You owe it to yourself to learn 
more about this unusual service. The 
coupon below will bring you full in- 
formation and there is no obligation, 
of course. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 


FORTY-TWO BROADWAY NEW YORK, N. Y. 








Investment Management Service 
42 Broadway, New York, N. Y. 
Gentlemen: 

I am enclosing herewith my list of holdings. Kindly study this list and tell me, by mail, how your 
service would help me solve my investment problems. Also send me your booklet and the minimum cost 
of service on my account. This places me under no obligation. 


Address 
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You can Buy 
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Securities 


In SMALL or LARGE LOTS on 


PARTIAL 
PAYMENTS 


Ask for Booklet M.W.2, which 


explains our plan and terms 


ODD LOT 


OUTRIGHT PURCHASE or 
CONSERVATIVE 
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James M. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 
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Accounts Carried On This 1S the, 


Conservative Margin 


ASSOCIATED SYSTEM 


@ Sixteen major and 104 other companies. . . supplying 
Odd Lots—100 Share Lots electricity, gas and other utility services in 7 major cities (over 
100,000 population), in 45 sizeable communities (10,000 to 
100,000), and in 3,035 other communities... 6,215,000 popu- 
lation... 1,448,900 customers. 








Daily Market Letter 


on Request @ Among Associated customers are | mpo rtant 


nationally-known companies manufactur- Cities Served 


ing shoes, soap, cameras, candy, typewrit- 
. , : Rochester, N. Y. 
ers, hosiery, textiles, metal—to mention 
Staten Island, N. Y. C. 


W. K. Johnson & Co. only a few of the 285 industries served. Elmira, N. Y. 
Business of the Associated System is Ithaca, N. Y. 


Members, New York Stock Exchange 
Binghamton, N. Y. 


Members, New York Curb Exchange : 
Members, Philadelphia Stock Exchange growing — 23,339 new customers were 
Worcester, Mass. 


40 Wall Street 60 E. 42nd Street added during the twelve months ended Combeidge, Mass 
New York City October 1931—use of electricity per New Bedford, Mass. 


Pittsburgh, Philadelphia, Hartford residential customer increased 9.2% — Erie, Pa. 
New Haven, New Britain, Bridgeport, Albany e 
Reading, Pa. 


gained, to make a total of 231,055. Pees 


All these constitute the Associated Sys- Portsmouth, Ohio. 


tem, one of the first eight major utility Terre Haute, Ind. 
Bloomington, III. 
Sioux Falls, S. D. 


19,485 registered security holders were 














E extend the facilities of our systems in the United States. 
organization to those desiring 
information or reports on companies 
with which we are identified. write 


Associated Gas & Electric System 

















For information about facilities, service, rates, 





Electric Bond and BE 
Share Company 61 Broadway ( aes New York City 


Two Rector Street 
New York 






































z COLUMBIA 


To the President of a eet «GAS & ELECTRIC - . 
Dividend-Paying Corporation:— : ” CORPORATION The NorthAmerican 
January 15, 1932 


Wh h 1 * ie 
Y should you publish your dividend Tz ial dd elaine tie ad Company 


Notices in The Magazine of Wall Street? day the following quarterly dividends: 
You will reach the greatest number of Cumulative 6% Preferred Stock ‘ 
potential Stockholders of record at the No. 21 re h QUARTERLY 
time when they are perusing our maga- sree - aa DIVIDENDS 
or costing sound securities to add to Cumulative ena Stock 
eir holdings. lo Series No. 112 on Common Stock of 2 in Com- 
a By keeping them informed of your No. 11, $1.25 per share mon Stock (at the rate of yr Rig lt share 
oe rye yon. = the ——_ Pa ager — (no ~ value) for each share held) ; and 
ount of good wi or your Company, ‘o. 37Ye¢ per share payable 
which will result in wide diversthcation in Convertible 5% Cumulative 7 ee 144% in cash (at 
- wd securities among these influential ppp nego ag . re ea! ter e rate of 75 cents per share) 
nvestors. of one share of Preference Stoc Will be paid on April 1, 1932 to respective 
Poe on each share of Common Stock pares Fao na of record at the close ot io 
e The Magazine of Wall Street on able on February 15, 1932, to share- : ness on March 5, 1932. 
the list of publications carrying your jopaary He — at close of busitiess Dies Reite: Witeeee 
next dividend notice! *__. Epwasp Rernotos, Jz., eden, sn 


. Executive Vice-President & Secretary 
——————— 
JANUARY 23,1932 — 377 
































90 Points Net Profit 


January 1 to 15 


and we have only started! 


SUBSCRIBERS to THE INVESTMENT AND Business Forecast of The Maga- 
zine of Wall Street have been taking advantage of the current upswing in 
the market. Since it started on Wednesday, January 6, they have accepted 20 
points net profit .. . and have the assurance of knowing that we will advise them 
when to take additional profits as they accumulate on commitments still open. 


By waiting you are going to 
miss the turn and have to 
pay five to fifteen points 
more to get in on the up- 
moves in selected issues — 
the new leaders of the next 
advance. You will miss the 
“cream” of the profits which 
would cover the cost of a 
Forecast subscription many 
times over. 


a 


market movements. 


This is the program being followed by our subscribers. Under our guidance they 
have accepted profits on such stocks as U. S. Steel, N. Y. Central, etc.—leaders in 
the recent rally. Now they are prepared to profit further through buying the same 
stocks as they consolidate or to follow the upmoves in new opportunities as they 


develop. 


The same program is open to you—an opportunity to take definite steps to re- 
cover losses you may now have as rapidly as possible and have each new advance 
bring you substantial profits. This is the type of service rendered by our special- 
ists who will tell you what to buy and when to sell. 


Imminent Developments Emphasize 
Importance of Subscribing—NOW 


Publication of 1931 Earnings Reports—Numerous Dividend Meetings—Railroad Freight Rate Increase 
Already in Effect—Proposed Reconstruction Finance Corporation—Meetings Between Rail Labor 
Leaders and Officials—International Debt Conference—Problems of Increased Taxation, Governmen- 
tal Economy and Treasury Borrowing—Possible Tariff Changes, etc. 


Let us interpret these factors for you and anticipate their influence on specific securities and general 


dreds or thousands of dollars. 





+e 


(a) 

Trading Advices following 
the intermediate rallies and 
declines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities). 


(b) 
Speculative Investments. 
Low-priced common stocks 
that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


This Complete Service for Six Months Only $75 


(ec) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


Our counsel during the coming months may readily help you make or save hun- 





o~ . 
(d) 


Investments Mainly for In- 
come but with possibilities 
for enhancement in ue 
due to investor demand 
Recommended and carried in 
our Bond and Preferred 
Stock departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analysis and recommendations. 


THE INVESTMENT AND BUSINESS FORECAST 


of The Magazine of Wall Street, 42 Broadway, New York, N, Y. 
Cable Address: 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
I understand that I am entitled to the complete service outlined abeve. ($150 will cover a 13 


months’ subscription.) 


BO ih eta nis ae chin ‘ 


(J Telegraph me collect your current Trading Advices and thereafter as described tn (a). 
your current Unusual Opportunity recommendations and thereafter as 


(1 Telegraph me collect 
described in (b). 


CO Telegraph me collect your current Bargain In 
scribed in (c). 
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Business Forecast 
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No Leader Because There Are 
No Followers 


always produce great men to 
deal with them. Not this time. 
Neither in politics nor business has 
a great leader come forth. In both 
fields the people have cried and prayed 
for able leadership, but in vain. 
In the dark days of the nineties we 
had Grover Cleveland in the White 


(J aivsy crises, it has been said, 


| House and J. Pierpont Morgan in 


Wall Street. In 1907 we had 
Theodore Roosevelt in the White 
House and, again, J. Pierpont Morgan 
in Wall Street. 

In these even more trying times, in 
some respects at least, there has been 
nd Moses at Washington nor in Wall 
Street. Neither in politics nor busi- 
ness has there appeared a commanding 
figure to rally a despairing people to 
the conquest of depression. We have 
had committees and conferences 
galore, earnest groups of able men, 
but not an approach to a leader whose 
position, personality and character 


were equal to the responsibility or 
generative of the authority. 

It is possible to advance a number 
of explanations of this dire lack of su- 
preme leadership. One is that democ- 
racy in these latter times is a virtual 
denial in terms of the possibility of 
masterful leadership. 

Of the three words of the great 
slogan of democracy—“‘liberty, equal- 
ity and fraternity”—all, but especially 
the last two, deny leadership. When 
every man seeks the utmost personal 
liberty, feels that intrinsically he is 
the equal of any other man, and his 
buddy, leaders are rarely produced and 
reluctant to assume command. 

Few men today care for the cold 
isolation of great power. If they are 
born to it or it is thrust upon them 
they do not exercise it. There is no 
ruling class to give them support and 
refuge. There is no inheritance of 
nobility or royalty to which men in- 
stinctively defer. Nobody defers, 


and as a result, there is no deferment. 

The universal. desire apparently is 
to be known as a “regular fellow.” 
Could any sentiment contribute more 
to standardization of type and less to 
leadership? So universally has democ- 
racy permeated, that what leadership 
we have persists only because its pos- 
sessors know how to lead under the 
guise of equal fellowship. Nobody 
dare command, and so there are no 
commanders except in petty circles. 
We have many bosses, but none who 
will boss bosses. The severest boss 
is merely a good fellow among his 
kind. He is, despite his authority, a 
democrat at heart. We have no great 
leader because we will not follow. It 
has been well said that leadership im- 
plies followship. Democracy provides 
no followers. 

The kings have passed because there 
is no longer royalty or commonalty. 
We.are all sovereigns—for our weal 
or woe. 











In the Next Issue 


Semi-Annual Dividend Forecast 


for Leading Companies in Important Industries 


Steel 
Metals and Mining 
Petroleum 


‘meee 


Railroads—Public 


Part I, February 6, 1932 


and Motor Accessories 


Part II, February 20, 1932 


Foods 
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Utilities—Motors 


Electrical Equipment 
Business Equipment 
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a new teletypewriter service 


TELETYPEWRITER exchanges, similar to telephone 
exchanges, now make it possible for any sub- 
scriber to this service to typewrite by wire 
instantly to any other subscriber, whether he 
be around the corner or across the continent. 
Subscribers can type back and forth by wire 
for short or long periods, just as they now 
talk by telephone. 

Messages, inquiries, reports—typed in your 
office — are instantly and accurately reproduced 
on any other subscriber’s teletypewriter. Identi- 
cal typewritten copies, made by both sending 
and receiving machines, are available for 
permanent records. 


This new service differs from existing private- 


line teletypewriter service in that any subscriber 
may ask for any other subscriber and be 


connected immediately. The cost is low. 





Teletypewriter Service provides two-way com- 
munication. 

Speed of connection is as fast as telephone 
service. 

A typewritten record, one or more copies, is 
produced simultaneously by both sending 
and receiving machines. 

Material transmitted may be recorded on forms 
if desired. 

Teletypewriters are like ordinary typewriters 
in appearance. 

Teletypewriters can be operated by any one 
who can operate a typewriter. 

You can use Teletypewriter Service any time 
you need it. 

A most economical form of record communica- 
tion. 
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Managing Editor 


Investment and 


C.G. Wyckoff 
Publisher 


Associate Editor 


Business Trend 


The Spendthrift Hoarder—A Privileged Group—Low 
Market Prices—Foreign Bonds—The Market Prospect 


HEN credit is skimped 

and hard to get, the 
volume of money in 
circulation gains added importance. The less bank credit 
there is available the greater the need for actual cash. 
But, thanks to hoarding, what has actually happened 
in this country during the past year is that the volume 
of money in actual circulation has been stationary, if 
not reduced. At the same time the volume of credit 
in use by the public has declined at least. 

Note the word “actual.” The volume of money in 
nominal circulation is larger than ever before. Some- 
thing like a billion dollars has been pumped out of those 
two sources of money, the Treasury and the Federal Re- 


THE SPENDTHRIFT 
HOARDER 


serve System. To a considerable degree this new money 


has been poured into a sieve. The name of that sieve is 
hoarding. The new money has run through it into 
safe deposit boxes and all sorts of hiding places. Some 
of the hoards, however, are in inactive accounts in com- 
mercial banks, for in the present safety-first mood of 
the banks, money in an inactive account is almost as 
useless to business as money in an old can under the 
kitchen stoop. So, a large part of the money that is 
presumed to be in useful circulation, because it shows 
up in bank statements, is sterilized. 

The fallacy of hoarding and its menace to business 
are closely intertwined. The man with an income who 


hoards is not only reducing normal consumption of 
goods but is undermining his income and the income 
of others. Multiply him by millions and he threatens 
the whole economic life of the country. He even 
threatens the value of the actual cash he hoards. If, 
as is possible he throws the country off the gold stand- 
ard, his paper money, even if it be gold certificates, 
will depreciate. (If the Untited States were to discard 
gold that metal might be universally demonetized and 
devalued.) He takes his money out of the bank 
because he is afraid the bank will fail—and during 
the last year there was a 10 per cent chance that it 
would. But in trying to escape the personal conse- 
quences of a bank failure he increases the chance that 
the bank will fail—and with it his job. 

In such circumstances argument and reason are futile. 
The hoarder will hoard until his fear is dispelled. If 
measures now before Congress do nothing more than 
to give the hoarder confidence that banks will stop 
failing they will be worth whatever strain of financing 
they may involve to the Government.: 

And here is a tip. Watch the figures of money in 
so-called circulation! If they decrease hoarding is 
waning and actual circulation is increasing. If those 
hoarded billion dollars come back into business with a 
rush, we may expect a prompt acceleration of business 
activity. 








BUSINESS, FINANCIAL and INVESTMENT COUNSELORS 
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A PRIVILEGED HE governing wheels of democ- 
GROUP ob racy grind with appalling 

slowness at times. In the neces- 
sary and justified readjustment to conditions of depres- 
sion, government lags far behind the individual. The 
problem of reducing public expenditures is, of course, 
not easy. Many appropriations cannot be changed— 
but that is all the stronger reason for applying the 
pruning knife of economy on the limited number of 
items that are fairly subject to reduction. 

Foremost among these is the wage and salary bill 
for public employees of all classes. This group con- 
‘tinues to draw 1929 pay, although the cost of living 
has declined fully 15 per cent. In terms of purchas- 
ing power we are paying public employees a bonus 
of 15 per cent, as compared with 1929. It need hardly 
be said that such preference cannot be justified, either 
in relation to the service received or the shrunken 
status of the national income. 

The fact is that we have here a striking example of 
special privilege. The machinery for reducing public 
wages lies in the hands of the politicians who receive 
those wages. Thus the Governor of New York pro- 
poses to double income and gasoline taxes, but suggests 
a budget reduction of scarcely more than 5 per cent 
and makes no reference to salaries of State employees. 
Thus the Mayor of New York City makes the gesture 
of searching for economies and calmly passes by the 
single item that could be most quickly and justly scaled 
down in line with a lowered cost of living. That 
politicians should be most reluctant to reduce their 
own incomes is understandable. That the public ap- 
pears unable to do anything about it is deplorable. 
What every citizen should do is to express his opinion 
in no uncertain terms in direct correspondence with 
his representatives in city, state and Federal govern- 


ment. 


~~ 
LOW EORGE HARRISON, governor 
MARKET of the Federal Reserve Bank of 
PRICES New York, testifying before a 


Senate committee in regard to the Re- 
construction Finance Corporation, said: 


“The whole trouble with this country today is not 
that intrinsic values have depreciated to a point where 
we are suffering, but rather that market values, which 
represent the distressed selling of the needy to the 
bargain hunters, have depreciated to a point where we 
get a wholly unrelated estimate of what is the real 
position of the country.” 


The American people have been like a merchant who 
inventories his stock according to prices realized at a 
bankruptcy sale next door. They have accepted the 
stock market as the appraiser of values, whereas it has 
been for a long time merely registering prices realized 
at forced sales. 

If Mr. Harrison is right, there must be a wide zone 
at present between going prices and intrinsic values. 
It is not necessary to make up this difference by a 
long and tedious process of making new wealth to 





take the place of losses. That part of market quo- 
tation decline which actually reflects loss of intrinsic 
value will have to be made up by renewed production 
and consumption of wealth. The mere strengthening 
of the vendor's position will take care of the other 
part. 

There are many forces which are now strengthening 
his position. When buyer and seller can meet on 
equal terms the whole of this fictitious discrepancy 
between prices and real values conceivably can be made 
up much faster than the recovery of the margin of 
really lost values. 

Here is food for thought for those who have lost 
faith in the future because of unparalleled declines in 
prices. Before them lies an indubitable opportunity to 
recover their losses incurred through accepting forced 
sales prices as the measure of real value. Those who 
have not lost faith will be rewarded in part by an 
automatic recovery of prices as unrelated to real values 
as was a portion of the recession of prices. The 
process may be unexpectedly rapid or it may be slow 
but it certainly will come—perhaps is already coming. 


~~ 
FOREIGN HE vast majority of the foreign 
BONDS bonds which American investors 


incautiously bought in boom years 
are now in low esteem and the revelations now coming 
to hand as to the banking methods used in floating such 
bonds certainly add nothing to the confidence of their 
holders. It is late in the day for recriminations, how- 
ever, and it is only fair to point out that many critics 
of the banking institutions fail to take all of the facts 
sufficiently into account. 

Many of the South American bonds now in default 
would be secure if prevailing economic conditions were 
the same as prevailed when the loans were contracted. 
The revenues of the Peruvian Government, for ex- 
ample, depend very largely upon the values of copper 
exports. If copper were even 12 cents a pound—a price 
that would have been thought low before the 1929 
crash—the Peruvian situation would not be desperate. 
But the bottom has fallen out of copper. 

Bankers are not clairvoyant. In their boom era of 
foreign financing they rather generally were mistaken 
in their estimate of the economic future. So were the 
vast majority of us. The public’s present estimate, as 
reflected in quotations of foreign bonds, appears almost 
devoid of hope. Fortunately, it is likely again to prove 
mistaken. There will be an economic recovery and it 
must to an important extent restore debt-paying ability. 
Certainly in many instances present bond prices over- 
discount the probable degree of the ultimate loss in 
capital equity. 


~~ 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospective 
trend of the market on page 384. The counsel em- 
bodied in this feature should be considered in connec: 
tion with all investment suggestions elsewhere in this 
issue. Monday, January 18, 1932. 
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clearly that the customary late winter pick-up in 

business has already set in; though it is still a 
little early to determine whether the improvement is 
to be of more or less than seasonal magnitude. Cer- 
tainly, business has declined far enough to justify con- 
siderable improvement for the physical volume of pro- 
duction and trade during the year just closed averaged 
17% less than in 1930, and was off about 32% from 
the prosperous year of 1929. This is about equal to 
the maximum decline experienced in previous major 
depressions. It is therefore more encouraging to ob- 
serve the first faint indications of a moderately upward 
trend. Yet business statistics are as yet too contra- 
dictory to definitely conclude that improvement is more 
than seasonal. 

In the banking field, for example, it is encouraging 
to find that the holidays have passed without any dis- 
turbing change in the Cost of Business Credit; yet the 
unseasonally large drop in deposits, together with an 
abnormally small decrease in circulation, confronts the 
Federal Reserve Board with unusually difficult prob- 
lems in view of the likelihood that our banking system 
will before many months be called upon to play a 


N LL four curves of the Barometer now show quite 


major role in assisting the Government to float several 
billions of new securities. Similarly indecisive indica- 
tions are conveyed by the latest point just entered upon 
the New Orders graph, which discloses a somewhat 
smaller-increase than foreshadowed by the earlier re- 
turns, owing largely to continued depression in the 
transportation and building industries. If there is to 
be any cyclic gain in production and trade before sum- 
mer, and not merely a temporary seasonal flare-up, it 
will have to originate in a substantial influx of New 
Orders during the next few months. Judging by the 
sharp upturn which took place in the Business Activity 
curve during December, it would seem that recent 
bookings must have taken a considerable spurt, although 
moderate hesitation, of a probably temporary nature, is 
disclosed by reports of Business Activity for the first 
week in January. 

With all the cross currents in business at this period 
of transition from one year to the next, it is not with- 
out prophetic significance that so little ambiguity exists 
in the rise which has taken place, since our last issue, 
in stocks and bonds of all descriptions. Even though 
partly of professional origin strength in securities is an 
augury of an improving trend. 
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q Professional operations play a dominant part in the current 
trend which would tend to limit the present extent of advance. 


On the other hand the new Reserve Policy, Congressional 
Legislation, and the definite check in the downswing of busi- 


ness bolster the prospect. 


How Far Can This Market 
Go? 


By A. T. Mitier 


demonstrates to a Wall Street which was still 

sceptical and pessimistic a fortnight ago that all is 
not lost and that i« is still possible for the speculative sun to 
shine. Not since last June has there been so fast a reversal 
both of the security price movement and of financial senti- 
ment. 

It is impossible to single out any individual factor as 
the exact cause of the rally. The trend of external news 
events since the start of 1932 unquestionably has taken a 
turn toward the favorable side, but the market effect of 
such developments is what Wall Street psychology makes 
it. Thus, the most important change that has occurred 
probably is one of attitude. At least for the time being, 
fear has receded and sanity has returned. 


Fy) eenonsia the last half of January, the stock market 


Back to At this writing the market has hesi- 

° tated after a rally in average prices 

October Fifth virtually duplicating the price level 

which prevailed at the low point of 

October 5. From the lowest point of the bear movement, 

reached in secondary reaction on January 5 and failing to 

extend the December lows by more than a narrow margin, 

representative railroad stocks have rallied approximately 35 

per cent, industrials 23 per cent and public utilities 17 
per cent. 

The variations of recovery shown by the three groups 
are of exceptional interest and perhaps offer a worthwhile 
clue as to the speculative possibilities of the year. The 
reader will recall that in adopting a constructive market 
attitude in mid-December, this publication called particular 
attention to the remarkable .speculative attraction of rail- 
road stocks, at the same time pointing out that only a small 
number of such issues could at this time meet strict invest- 
ment requiremerts. Buyers willing to take the larger risks 
upon their own responsibility and with proper regard for 
their own financial circumstances are already well along 
the road to very generous reward. 

The action of the rails, both stocks and bonds, supplies 
a very strong hint that this group probably will be in the 
vanguard of the next bull market, whether its roots find 
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solid ground for nourishment in coming months, as may be 
hoped, or somewhat later. 

There are, of course, special and immediate circumstances 
which contribute to a stronger tone in rail securities. Their 
decline had been relatively greater than that of any other 
group, reflecting a fear of railroad credit which had gone 
to an absurd extreme. Accordingly, the technical market 
setting was exceptionally favorable for sharp rally. 


Of equal importance is the general expectation 
that a voluntary 10 per cent wage cut will re- 
sult from the present negotiations at Chicago 
between the roads and leaders of unionized rail 
labor, the outcome of which may or may not be known 
by the time this issue is published. Possibly hope of an 
easy solution has been given too free rein. Unless human 
nature has changed, the union leaders no doubt will make 
counter demands which the roads will be loath to accept. 

While these negotiations are of importance to the im- 
mediate market trend, however, no one should make the 
mistake of assuming that they are in any real sense vital. 
The important point is that the public has come at last 
to a full realization of the fact that all wages must be de- 
flated to a level in line with a reduced price standard and 
a reduced cost of living before there can be any economic 
recovery. 

This necessity is now so plain and so well understood 
that opposition to it, even by the most powerful unions, is 
futile. If a voluntary wage cut cannot be had, the answer 
will be an involuntary cut, which would require a few 
months longer. The certain prospect of it would tend to 
bolster the already evident improvement in railroad credit. 

The roads have already made substantial cuts in wages 
of non-union workers, which group accounts for a very 
large part of the total rail labor bill. Most of these reduc’ 
tions came late in 1931 and the saving will be fully reflected 
this year. The pooling of recently granted freight rate 
increases and the expectation that certain of the more hard: 
pressed roads can get help from the Reconstruction Cor’ 
poration are additional supporting factors. In short, the 
situation of the railroads, one of the blackest spots on the 
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economic horizon last year, promises definitely to be a 
source of hope in 1932. 

These considerations are advanced because of their longer 
term market significance and not by any means as a blanket 
recommendation that rail stocks be purchased at present 
market prices. The second half of December and the first 
week of January constituted an outstanding opportunity 
for accumulation of selected stocks in accord with the spe- 
cific advice given in the three preceding issues of THE 
MAGAZINE OF WALL STREET. Those who followed this 
advice are now on the profit side. 

It need hardly be said that from the investment point 
' of view stocks become less attractive as they advance. Ac- 
cordingly, we believe it the part of wisdom to defer further 
substantial accumulation until either reaction affords a more 
favorable level or evidence of definite business recovery 
indicates that buying on a rising market is justified. 

As to the latter question, of course, little is now known. 
January has ushered in seasonal gains in carloading, in steel 
operations and in automobile production, all of which were 
expected. The puzzle is whether these normal gains will 
expand into a basic business 
revival. It is hardly to be 
expected that we can have 
an answer before late March 
or April at the earliest. 

Meanwhile one must bear 
in mind the exact character 
of the market. The rally 
from January 5 has been 
partly technical, partly psy- 
chological. It has been sup- 
ported by anticipation of the 
credit-relaxing operations to 
he carried on by the Recon- 


struction Corporation, by the 


“anti-deflation” campaign— 
a mild term for credit infla- 
tion—just launched by the 
Federal Reserve Board, by 
the prospect of railway wage 
cuts, by evidence of more 
constructive political co 
operation in Congress than 
had been anticipated and, 
finally, by the customary as- 
sumption regarding spring 
trade improvement. , 

All of these factors are 
constructive. They form a 
setting out of which genuine 
revival quite conceivably can 
come—but they do not yet 
constitute that revival in 
themselves. They do not 
yet carry a conviction sufh- 
dent to encourage any im- 
portant amount of security 
buying by a general public. 
Nor have we yet had sight 
of buying by the business- 
man-investor, who is guided 
largely by what he sees in 
ns own business and who is 
invariably among the early buyers when a convincing turn 
is being rounded out. 

Instead, it must be frankly recognized that our rally to 
date has been made up largely of the opportunist ma- 
neuverings of professional traders, a very substantial pro- 
Portion of the volume originating upon the floor of the 
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Stock Exchange. It is, therefore, an anticipatory market— 
a market betting on the hopes of the future rather than 
strictly on the evidence of the present. 

It was plain in December that the forepart of the new 
year would give us at least a seasonal interlude in depres- 
sion, a seasonal gain in psychology and a seasonal gain in 
stock prices. But as these expectations are fulfilled the 
speculative outlook becomes increasingly clouded. In in- 
dustrial stocks, for example, we have experienced a full 
technical recovery, average prices going back 2 or 3 points 
above the low of October 5. That is the first time in more 
than a year that a rally has carried back above the preced- 
ing low. 

If there is anything in technical theory—and it is cer- 
tainly by no means infallible—the market either should re- 
act very decisively from such a level or it should in advance 
establish a definite bull market trend. In the present in- 
stance we have no great confidence in such technical con- 
siderations and doubt that they will be the ruling factor. 
There is a growing bull sponsorship which would like to 
put the market up. The seasonal circumstances are in its 

favor but over-rapid advance 
would be‘ dangerous and 
would have no assurance of 
a public following. 

Logically, any further 
phase of advance should re- 
quire the support of addi- 
tional “good news,” particu- 
larly as to the course of busi- 
ness. Conversely, there is 
scant reason for important 
reaction as long as business 
developments are not defi- 
nitely unfavorable. The mar- 
ket often strays far from the 
path or logic in its inter- 
mediate swings, however, 
and _ professional _ interests 
will only be playing the 
game according to time-worn 
custom if they attempt to 
make the most that is pos- 
sible out of the present up- 
ward line of least resistance. 
The higher prices go under 
such circumstances, the great- 
er the burden of confirma- 
tory proof that must be had 
from the actual business rec- 
ords in coming weeks. 

The steady, moderate rally 
of the bond market, sustained 
with no real interruption 
since mid-December, is ac- 
tually far more hopeful than 
excited rally in stocks. If 
we have seen bottom in 
bonds, as appears likely, the 
road is clear for a gradual 
revival of confidence. 

Along with the movement 

. of bond prices, as a reflection 
of the credit situation and 
the public’s attitude toward it, the weekly figures on money 
in circulation will justify careful watching during the early 
future. It is obvious that the national political and bank- 
ing leaders of the country have embarked upon a vigorous 
anti-deflation program. Its first objective is a restoration 
(Please turn to page 438) 


385 





The lrony of Big Business Seeking 


Government Management 


Is the Reconstruction Corporation a Suffciently 
Powerful Instrument to Pierce the Psychological 
Clouds Which Overshadow Business Progress? 


By TuHroporE M. KNapPpEeN 


and Prosperity the forces of the latter have decided 

to stop their retreat. Incessantly retreating hitherto, 
with little in the way of resistance except rear-guard 
actions, always followed by withdrawal, the national re- 
serves are to be thrown into the fray and a great counter 
attack is about to be launched against the so far invincible 
enemy. 

Hitherto the grim struggle between Prosperity and De- 
pression has been largely one of passive resistance by the 
former; one might, almost say pacifist and defeatist. 
Despite some notable exceptions, particularly in the early 
days of the combat, the strategy of the defenders has been 
that of letting the victor wear himself out by his own 
exertions and excesses. Something like the Russian strategy 
in Napoleon’s campaign of 1812. The Emperor got 
Moscow—and ultimate defeat. But Moscow was destroyed. 
The laissez faire economists have held full sway with their 
ancient and honorable theory that business weather is no 
more to be controlled by voluntary action than physical 
weather. After the storm comes sunshine. . . . Wait. 


ip the third year of the Great War between Depression 


The Great Counter Attack 


Now, the modern economic authorities and theorists have 
succeeded to the command. Right or wrong the Federal 
Government has undertaken a planned counter-offensive 
against the invaders. The popular demand for a vigorous 
offensive has become irresistible. The attack is beginning 
all along the line, as follows: 

1. The newly created Reconstruction Finance Corpora- 
tion will advance against the forces that have broken down 
credit, with all 
strength of two bil- 
lion mobile dollars— 
reinforcements for 
the banks, railways, 
exporters, insurance 
companies, trust com- 
panies, building and 
loan associations, agri- 
cultural corporations 
—intidental relief of 
pressure on every 
other sector of the 
front. 

2. Another gov- 
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ernmental corporation is to lead a sally to rescue some two 
billion of dollars which, like prisoneis of war, are held by 
depression in the thousands of closed banks. 

3. A national system of home loan banks is to attack 
the credit paralysis which has imperilled the homes of mil- 
lions and prostrated the building industry. 

4. Weakened agriculture is to be particularly reinforced 
with reserves of 125 million of new capital for the Farm 
Loan Banks of all descriptions in addition to the help they 
may get from the Reconstruction Finance Corporation. 
Objective: More farm loans, no more foreclosures of 
worthy borrowers. 

5. Broadening of the rediscount field of the Federal Re- 
serve Banks, so as to bring into credit action prosperity 
assets that are not now mobile. 

6. Special legislation designed to strengthen the railways 
is to enable them to throw back persistent forces that have 
for many years.menaced them. 

All of these measures are now before Congress, which 
is disposed to act with speed and at the same time slash 
governmental expenses and increase taxation to the ra 
tional limit. The first will probably be in effect before this 
article appears. Notwithstanding the politically divided 
and confused status of Congress there is now a remarkable 
unanimity of conviction in that body that the national 
welfare must be served before partisan advantage. More: 
over, notwithstanding the large radical element, the men 
in control of legislation in both houses, regardless of party 
affiliation, are disposed to follow the advice of the leading 
financial and industrial authorities of the nation. 

Reckless and extravagant legislation involving vast issues 
of government bonds for public works may come later but 

for the moment Con 
gress is disposed to 
let the financial lords 
dictate the first moves 
against depression. It 
is doing this despite 
some amazing revela’ 
tions by inquiring 
committees of the fol: 
lies of these same 
lords in their chosen 
fields during the wild 
years between 1924 
and 1929. The reck: 
less legislation, if it 
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comes, will be in response to a strong popular demand that 
the counter-attack against depression must include direct 
relief for individual producers and consumers—relief that 
will directly provide work for the unemployed and give 
aid to “the little fellows” without banking intervention. 


We Go Socialist 


It should be clearly understood that both the program 
outlined above and the frankly inflationary measures that 
may be adopted later are socialistic. Big business, always 
complaining of public intervention in economic matters, 
is, ironically enough, as insistent now for governmental 
relief as the farmers have been and are. 

In fact, the Reconstruction Finance Corporation is re- 
garded as primarily for the relief from the top down, 
through the banks and railroads. It is earnestly advocated 
and supported by the great bankers, railroad presidents and 
industrialists. 

Members of Congress as they vote for this and other 
measures are sarcastically remarking that the very men 
who have always advised Congress to keep out of busi- 
ness and stay in politics are now taking the lead in forcing 
it into business. 

One of the chief farm organization leaders expressed 
the belief that the Reconstruction Corporation is princi- 
pally for the emergency relief of the great banks in New 
York, Chicago and other financial metropolises. He said 
he and his associates had been given to understand the 
gravest results might be expected unless the Government 
came to their assistance. The country banks, he explained, 
had mostly died or survived the depression for certain but 
now it was some of the greatest banks, overstrained in help- 
ing others, that needed help, and quick. 

The answer made by representatives of business to the 
charge of socialism is that in all great emergencies, war for 
example, governments have always thrown themselves into 
the breach, because only they can organize and mobilize 
the whole strength of the nation. In war every country 
becomes practically a dictatorship and every man’s re- 
sources are at its command; the country is now in an 
equally great emergency. 

It was more or less assumed in the hearings on the Re- 
construction Finance Corporation that the National Fi- 
nance Corporation, organized by the bankers at the request 
of the President, to cure the banking situation without 
governmental help had been a “flop.” It has loaned less 
than 15 billion dollars since it was organized, and it has 
not prevented some of the most disastrous bank failures 
of the whole debacle, some apparently being those of in- 
stitutions which were most emphatically entitled to assist- 
ance. The trouble with it, it appeared, was that after all 
it was conducted on regular hard-boiled hard-time banker 
lines and could do nothing for banks that had strayed, ever 
80 little, from the paths of solvency. It could hardly be 
otherwise, because if 
bad loans were made 
the losses would come 
out of the pockets of 
the member banks. 

The salient feature 

of the governmental 
counter-attack on de- 
Pression is the Re- 
construction Finance 
Corporation. Let us 
examine it. As the 
bill passed the Senate 
its main features are: 

Organization: It is 


for JANUARY 23, 1932 


a governmental corporation under a board of directors con- 
sisting of the Secretary of the Treasury, the Governor of 
the Federal Reserve Board, the Farm Loan Commissioner 
and four appointed members. Not more than four mem- 
bers may be of one political party. The corporation is to 
endure for ten years. Its loans are to be made initially 
for a time not exceeding three years, with renewals limited 
to two years more. All loans must be made within the first 
year. After that it is purely a liquidating concern. The 
capital of the corporation is to be 500 million dollars, sup- 
plied by the Treasury, and it may publicly offer debentures 
or other obligations to the amount of 1.5 billions. The 
debentures are made obligations of the United States. The 
bill originally made the debentures, like government bonds, 
available as collateral for banks in borrowing from the 
Federal Reserve and as supporting collateral for rediscount 
purposes. As it passed the Senate this provision was 
stricken out but the Reserve Banks are authorized to buy 
and sell the debentures or bonds. 

Authority: The Corporation may lend money to any 
bank, savings bank, trust company, agricultural or live- 
stock credit corporation, railroad, or insurance company. 
Closed banks may be aided to regain solvency if their 
assets justify. All loans are restricted to cases where ex- 
isting bank credit is involved. No new enterprises may 
be assisted except that export trade transactions may be 
financed through acceptances of drafts and bills of ex- 
change for periods not exceeding a year. 

Purpose: “To furnish,” in President Hoover’s words, 
“during the period of the depression credits otherwise un- 
obtainable under existing circumstances in order to give 
confidence to agriculture, industry and labor against further 
paralyzing influences. By such prompt assurance we can 
re-open many credit channels and re-establish the normal 
working of our commercial organization, and thus con- 
tribute greatly to re-establish the resumption of employ- 
ment and stability in prices and values.” 


Routing a Mental IIl 


Most of the financiers who appeared before the Senate 
Committee on Banking and Currency in support of the bill 
agree that the present crisis is mainly psychological. The 
new corporation is represented by them to be a mobile 
relief agency which will quickly restore confidence through- 
out the nation because it can prevent failures of in- 
trinsically solvent banks, rescue hard-pressed corporations, 
tide the railroads over until better times, revive worthy 
failed banks, eliminate the need of insurance companies 
and other institutions to dispose of securities at sacrifice, 
finance agricultural operations, carry foreign trade through 
a period of slow turnovers and give credit agencies of all 
sorts confidence to make loans in the knowledge that their 
position is secure. 

Once there is general conviction that at Washington the 
vast power of the na- 
tion is ready quickly 
to repel any assault 
of fear, the banks 
will begin to loan 
freely and _ business 
will have the courage 
to seek loans—such is 
the theory. Bank runs 
stop when depositors 
know that they can 
get their money. 
Business goes ahead 
when it knows that it 
can get credit, and by 
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the same token the fear of the consumer of loss of buy- 
ing power is dispelled. 

The Reconstruction Corporation bill is an expression of 
the belief that the United States can stage a recovery of 
prosperity in large measure regardless of conditions abroad. 

The measure is not without opponents. One group de- 
nounces it as inflationary, another as deflationary. Both 
are agreed that it may or will be harmful. Clipped of the 
Reserve loan and re-discount feature the bill does not ap- 
pear to be essentially inflationary; rather is it, as Harry 
E. Ward, president of the Irving Trust Company, New 
York, says, “counter-deflationary,” which “would at this 
time be beneficial and helpful.” Other financiers say frank- 
ly that the bill properly aims at a desirable measure of in- 
flation, but inflation that will be put to work and thereby 
cease to be inflation. 


The Dark Side 


Those who view the measure suspiciously ask where the 
money of the Corporation is coming from. If it comes 
from the banks, they say, it will necessitate the calling of 
loans or the sale of securities, resulting therefore in some 
deflation. The funds should best come from individual 
hoards in and out of the banks. But who, they say, having 
such hoards will subscribe to the debentures when the prac- 
tically “‘as good” Federal Land Bank debentures are quoted 
at a big discount. 

Now that is precisely why President Hoover wishes the 
debentures placed on a Reserve Bank par with Government 
bonds, so that they will have quick marketability, assuming 
a generous interest rate. But if they are made highly 
attractive will they not have a depressing influence on 
straight Government issues—which would also be deflation- 
ary? On the other hand, those who fear inflation say that 
if the bonds get into the Federal Reserve Banks they can 
not help being productive of dangerous inflation. Yet if 
they do not bring out idle funds or create new funds about 
all the Corporation can do is to transfer existing funds from 
one place or function to others. It will then be merely a 
sort of transfer agency, which is about all that the National 
Credit Corporation of the bankers is, but it will have more 
discretion in placing the transferred funds. However, even 
such a limited function could accomplish much in the way 
of allaying fear and relieving distress, but the good it could 
do in some directions would be offset to some extent by the 
reduction of credit in other directions. 

This argument seems to overlook the fact that the banks 
are themeselves enormous hoarders under present condi- 
tions. Fear makes them strive to maintain a maximum of 
instantaneous liquidity, which means, of course curtailed 
loans and the possession of securities that ought to be in 
the hands of investors. If the Reconstruction Corporation 
becomes the great dispeller of fear, which is hoped of it, 
the banks could be expected to reduce their own hoards: 
which would go into 
business, also recover- 
ing from fear. This 
would be neither de- 
flation nor inflation. 

There is, indeed, 
the possibility that 
this loosening process 
would make it un- 
necessary for the Re- 
construction Corpora- 
tion to float a large 
volume of debentures 
or bonds; possibly all 
it would require 
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would be its original capital of 500 million dollars, which 
means only a government bond issue. It is recalled that 
the War Finance Corporation found its original capital 
of 500 millions sufficient and did not use its authority to 
issue its authorized 1,500 millions of bonds. In many. in. 
stances in those days, 1921-22, applicants for assistance 
found that approval of their applications was all that was 
necessary. They did not call for the cash; confidence took 
its place. 


The War Finance Analogue 


The War Finance Corporation was a prototype of the 
Reconstruction Corporation. In a more limited field it 
actually did what is expected of the latter. It played a 
great role in dissipating the depression of the earlier period. 
It is the best assurance we have that the new Corporation 
will succeed. Moreover, Eugene Meyer, who was at its 
head, is now Governor of the Federal Reserve Board and 
therefore ex-officio a member of the board of the Recon- 
struction Corporation. It is believed, and hoped in many 
quarters, especially by the farmers and smaller banks, whom 
the War Finance Corporation particularly assisted, that 
Meyer will be named to head the board. If it cannot be 
Meyer, Bernard Baruch would prove an experienced leader. 
But in any case, with the success of the organization de- 
pendent on the personal capability of its head, it is certainly 
to be hoped that the position will not be filled through any 
political considerations. 

The scope of the Reconstruction Corporation is wider 
than that of the War Finance and larger amounts of money 
may be required. But its friends insist that its greatest 
effect will be psychological. This country is jammed full 
of potential credit, which is, after all, largely confidence. 
We have all the substantial wealth we ever had, and all the 
capacity to produce more. Restore confidence and credit 
will abound. Today banks have scant confidence in busi- 
ness, and business is afraid of the banks. 

The great question is whether anything of artificial ori- 
gin will accelerate the restoration of confidence. Must it 
inevitably be a slow spontaneous growth? 

If there is anything in the theory of restoring confidence 
by governmental credit action, all the other measures listed 
above will also contribute to confidence. It is the opinion 
of the writer that conservative financial habits are so firmly 
entrenched and deflation so far advanced that there is no 
need to fear disastrous inflationary consequences. Call it 
counter-deflation if you will, inflation of a relative sort is 
the only artificial cure for deflation. The word itself is in 
fact relative. Even a little more credit than is insistently 
required by static business is actually inflation. Good times 
always connote a margin of inflation. 

But we are now to have front seats at the spectacle of 
a “noble adventure.” We are definitely cutting loose from 
the do-nothing, defeatest policy. Conjecture and specula 

tion as to the possi 
bilities of a studied 
cure of the disease of 
depression are simply 
conversation. The 
demonstration i 
about to begin, the 
show is about to open. 

Remember, the 
show is sponsored by 
the nation’s ablest 
financiers. The eco 
nomic extremists want 

(Please turn to 
page 437) 
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Price Differences Must Be 
Adjusted 


Severe Maladjustment Between Raw Material and 
Finished Product Levels and Broad Differences Between 
What It Receives and What It Must Pay Are Retard- 
ing General Business Recovery — What Is the Cure? 


By LaurENcE STERN 


HERE is no aspect of depression about which the aver- 
‘I age business man complains so vociferously as “low 

prices.” It has called forth a multitude of proposed 
remedies, the majority of which agree on the theory that 
existing values are abnormally low and that the way out 
of our economic morass is by means of manipulating 
credit and arbitrarily raising prices. Some of our leading 
economists advance this point of view. It is espoused even 
by certain directors of the Bank of England. 

With such experienced and august experts one would 
hesitate to quarrel—except for the fact that the past few 
years have dealt none too gently with expert opinions and 
forecasts. Various economists cheerfully accepted the late 
“New Era” theory, to their undoing. Their conception of 
the situation in 1929 was fallacious. There is no reason to 
assume—and much reason to doubt—that in the present 
situation they have entirely freed themselves from illu- 
sion. 

Human nature from the start of time has found it enor- 
mously difficult to accept economic disaster and to make the 
necessary adjustments which ultimately cure it. On the 
contrary, efforts to talk away depression and to resist any 
change in the status quo have invariably made matters 
worse. That present conditions exist is ample proof that 
little or nothing has been learned from past experience. 

In all history that experience indicates that no confidence 
can be placed in artificial revival schemes and that the way 
out of depression can only be the gradual elimination of its 
causes, which in this instance unquestionably center in an 
unprecedented war and post-war inflation in every field 


of economics. Throughout the past all artificial efforts 
to find a short cut to prosperity have been of infinitesimal 
influence as compared with the basic curative processes 
inherent in the free working of natural economic forces. 


It is unfortunate that in the present difficulty we find it 
so hard to accept this inexorable fact and to apply its les- 
sons with patience and resignation. Low prices—and by 
this is meant prices low in comparison with those of the 
boom years—are not the cause of economic disruption. 
They are the result of it and the symptom of it. 


To attack such an ailment by price manipulation is to put 
the cart before the horse, to treat the symptom rather than 
the organic cause. It is not only a futile treatment but 
an extremely dangerous one, for the free play of prices 
constitutes the only economic regulator of demonstrated 
effectiveness which we possess. It is the only regulator 
upon which we can depend for the ultimate revival. 

The theory that prices in general and property values 
in general must get back to at least some semblance of the 
standards of the ‘20s begins to loom up as one of the great 
hallucinations of the time. It rests upon the fallacy that 
business is dependent upon the price level itself. This is 
far from the truth. 

It should be obvious that business is essentially an ex- 
change of values. It is active and prosperous only when 
the ratio of individual commodity values to each other is 
reasonably stable. Money and credit are merely tools of 
exchange. To reduce the matter to its simplest elements, 
every individual’s economic security and comfort depend 
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upon how much of the other fellow’s products he can get 
in exchange for his own. 

The last two and one-half years have produced a change 
much more devastating in its disruption of the commodity 
relationships which prevailed in the last period of pros- 
perity, than in the general lowering of the average price 
level. If the ratio to which business was 


Bureau of Economic Research, Dr. Frederick C. Mills esti. 
mates that the purchasing power of raw materials has de- 
clined, as of last October, by 13.4 per cent, while in the 
same period the real value of manufactured goods has in- 
creased 6.1 per cent. Raw products of American farms 
have declined 24.8 per cent in buying power, while al] 

other products have 6 per cent greater buy- 





adjusted in 1929 has been maintained, with 


ing power than in 1929. 





all prices declining in exact proportion, the 


Taking the 1913 price level asa reference 
point, Dr. Mills shows that prices now paid 





exchange of real values in goods would be 
the same. Relatively, for example, the 
farmer would be as well off in exchanging 
wheat for an automobile or a tractor as he 
was in 1929. 

The actual movement, of course, has been 
by no means of this sort. Instead, com- 
modities individually have shown the ut- 
most variation in decline. The process of 
change in itself, disrupting previous ex- 
change ratios, throws the economic machine 
out of gear until a stability of new ratios is 
attained and costs are adjusted to it. 

To the extent that business is affected by 
the unsettlement incident to the mere 
process of price change, the problem is 
transient. Unfortunately, however, the dif- 
ficulty confronting us is much bigger than 
this, for the result of the change is a very 
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by the farmer for what he must buy are 
126 per cent of that pre-war figure, while 
the prices which the farmer gets are only 
68 per cent of the old level. The changed 
ratios which have been brought about be- 
tween various commodity groups is strik- 
ingly revealed in the following table, con- 
structed from index numbers of purchas- 
ing power prepared by Dr. Mills: 


Ns 


Commodity Group 


All raw materials 
Manufactured goods 
Industrial raw materials .... 
All other products . 

Foods 

Non-foods 

Raw products of the farm .... 
All other products 

Producers’ goods 

Consumers’ goods 


Al ath 








A glance down these columns of figures 





serious, even startling, maladjustment of 
what may be regarded as the normal re- 
lationships between commodity groups. 

Conceivably, more or less progress toward adjustment on 
present ratios can be made in time. Important price malad- 
justments, for example, existed throughout our last boom, 
notably in the discrepancy in prices and profits between 
industry and agriculture. The present commodity differ- 
ences, however, are so much broader that it appears im- 
possible to expect a satisfactory business recovery without 
first. having a substantial correction of them. 

There is no need of discussing the causes of maladjust- 
ment more than briefly. In any great eco- 


is sufficient to show that 1928 inequalities 
between groups were not particularly wide but that the 
various relationships toward the close of 1931 had been 
seriously altered. A similar picture of inequality, in still 
more detail, can be had from perusal of the commodity 
group and sub-group indexes regularly issued by the United 
States Department of Labor, as well as from the various 
other recognized price indexes. 

The National Fertilizer Association’s index shows, that 
prices of grains, feeds and livestock declined 32 per cent 
during 1931, but prices of agricultural implements and 

equipment declined only 3 per cent. Given 





nomic change, as is plainly demonstrated by 9[—— 


such a disparity, there can be no mystery 





events, group participation is diverse and 


PRICES PAID AND 
RECEIVED BY FARMERS 


about the shrinkage in farm demand or the 
reasons motivating the recent public de- 





uneven. Obviously, the various economic 
currents which control the price of wheat mi 
are hot the same which control the price of 
steel. Although the tendency in deflation 
is for all values to decline the processes of 
correction naturally vary in accordance 
with individual conditions and circum- 
stances. If this were not so, price would 
not be the delicate regulator that it is in 
its ultimate workings. 

The inequalities in exchange of commodi- 
ties now present do not, of course, complete 
the picture of necessary adjustment. Such 
inequalities have been exaggerated by cer- 
tain related maladjustments in cost factors. 
Deflation of wages, as is usually the case, 
has been both tardy and unequal. Defla- 
tion of rents has been still more tardy, along 
with the painful necessity of liquidating 
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mand of the American Farm Bureau Fed- 
eration that farm equipment manufacturers 
lower their prices in line with the decline 
of other commodities. The implication of 
the Bureau is clearly that if this is not done, 
mass buying from manufacturers who will 
cooperate will result. 

The Department of Labor index, taking 
the 1926 level as a reference point of 100, 
shows all commodities as of November at 
68.3, but farm products nearly 10 points 
lower at 58.7, a figure bettered by almost 
all of the groups in which the farmer's pur’ 
chases lie. Thus we find hides and skins at 
49, leather at 78.8 but boots and shoes at 
92.5. Similarly, in relation to farm pur 
chasing power, house furnishings, chemicals, 
building materials and metals and metal 
products, with the exception of the non- 
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real estate mortgage obligations contracted 
on a different level of values. All of these 
factors fit into the problem of how to obtain a fair and 
active exchange of goods and services. 

Before considering the outcome, let us look more closely 
at some of the inequalities which strangle business. In a 
recent study of the degree of change in commodity pur- 
chasing power since July, 1929, made for the National 


390 


ferrous metals, are high. 

Regardless of the strides that we have made industrially 
and of our venture ixto the luxury field of economics, tt 
need hardly be said that with agriculture prostrate we can 
have no general prosperity. Nevertheless, the price i 
equalities which depress farm purchasing power are only 
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performance problem of the inter-governmental debts 
—German reparations and the debts of the Allies 
to us. Let’s find out what we are talking about. 

In the first place let it be noted that reparations are not 
related to war costs. When Germany took the count in 
1918 the victorious allies decreed that she must pay for 
all the damage to property of a non-military character the 
war operations had wrought to them or their nationals. 
In other words, it was up to Germany to repair the dam- 
ages she had caused by bringing on the war—hence the 
term reparations. 

Germany’s punishment was something else—such as the 
forfeiture of all her colonies, the destruction of her navy, 
the alienation of her merchant marine, the loss of most of 
her iron and much of her coal, potash and petroleum. 
She suffered the loss of Alsace-Lorraine and other home 
territory, the ruin of the entire fabric and organization of 
her foreign trade, the expropriation of much German prop- 
erty abroad whether private or public, and deprivation of 
all military power and influence in the international world. 

Costly as the punishment was—at least 35 billion dol- 
lars—it has not been considered as a part of the reparation 
bill, although it has obviously gone a long way in reimbus- 
ing the Allies for losses sustained. 





L» get down to the fundamentals of the continuous 






Juggling With Reparations 






At the time the reparation principle was established no- 
body knew the extent of the damages for which Germany 
was to make restitution. Germany herself was eager to 
lump the damages at 100 billion gold marks (about 24 bil- 
lion dollars) without investigation or computation. In 
1920 the Allies estimated their bill at 269 billion gold marks 
which, with interest over a long amortization period, 
would have run up to 400 billion marks or, roundly, 
100 billion dollars. But when the Reparations Com- 
mission closed its books for the receipt of claims in 
1931 the total on file was 226 billion marks. The 
Commission, in accordance with the rule laid down 
in the treaty, that it would be utterly impossible for 
Germany to repair all the damage she had done, scaled 
the claims down to 132 billion marks. 


The Young Plan 





After going through various modifications and ex- 
periencing many vicissitudes—conference after con- 
ference, the Ruhr occupation, the Dawes Plan—with 
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“For the Loan Oft Loses Both 
Itself and Friend” 


What the Reparation Question Now Being Debated at 
Lausanne Means to American Taxpayers and Investors 


By Joun C. CresswiLt 









Germany always maintaining that the reparations bill was 
morally indefensible and practically impossible, the whole 
problem was supposed to have been wound up for good by 
the adoption of the Young Plan in 1929. 

This plan had the virtue of definitely determining the 
amount of reparations which, before that time, had been 
left undetermined—even the Dawes Plan making the 
amount dependent upon future economic conditions, not- 
ably the purchasing power of money. The Young Plan 
wiped out the past and liquidated all previous reparations 
claims and counter claims. It determined that regardless 
of what Germany had hitherto paid (about 4 billion dol- 
lars, all told, cash and kind) it was 






















assessed to pay approximately 114 o” 

billion gold marks, or about 27 bil- Lf; 

lion dollars, over a series of years ws 
gg o. 






down to 1988. 

Calculated on the basis of the 
present sum of money which at 
compound interest at the rate of 
344 per cent 
would amount to 
27 billion dollars Sa 
by 1988, the ; 
capital amount 
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of the reparations is fixed at something under 10 billion 
dollars. Without going further into detail it may be added 
that the reparations annuities are divided primarily into 
reparations proper and “out-payment” parts during the first 
37 years, the former amounting to 28,745.2 million: marks 
and the latter to 50,738.1 million marks. 


Bringing in the “Out-payments” 


“Out-payments” is a euphemistic word for Allied debt 
payments to the United States. It might have hurt Uncle 
Sam’s tender feelings to have it brutally said that he was 
getting German reparation money—which is what the 
Allies meant to convey. Payment for payment, the “out- 
payments” match Uncle Sam’s annual repayments from 
the Allies. Out of the total of Germany’s “tribute” to 
the Allies, 77 per cent (including your Uncle’s own modest 
claims on Germany) are earmarked for him—6 billion 
dollars for the Allies, 21 billion for him. After all, say 
the Allies, rolling their eyes heavenward, we get, really, 
only 6 billion dollars to compensate us for the devastations 
of the German barbarians—Uncle Shylock grabs the rest. 
The tender conquerors then make it still easier for Ger- 
many, by insisting absolutely on only 673,800 million 
marks annually (the unconditional payments). The post- 
ponable part varies from 61 to 73 per cent of the net 
“reparation” portion. Total 


Slavia and 1.64 for France, while Great Britain has to 
stand the rate of 3.415 per cent. The present worth of 
capital of the total annuity payments is about 9 billion 
dollars at 3 per cent, and about 6 billion dollars at 5 per 
cent. It will thus be seen that the original obligation of 
the allies to the United States has been virtually reduced 
one-half. As approximately half of the money advanced 
by the United States to the Allies was after hostilities 
ceased, it is substantially accurate to say that the United 
States has absolved them from obligations incurred as 
soldiers in a common war. 


War Costs Eclipse Reparations 


The costs of the war will be a debatable subject to the 
end of time. It is not easy to determine the direct costs; 
and the indirect costs, which include the loss of human 
life and limb, are practically incalculable. On the other 
hand, there were great benefits from the war to the Allies. 
These also are difficult to calculate. 

Considering only actual governmental war expenditures 
as the costs of the war, it has been calculated that Mars’ 
bill to the Allies and associated powers was between 202 
and 280 billion dollars. Taking the lower figure and con- 
verting it into terms of 1913 gold dollar’s purchasing 
power, the amount is reduced to 80 billion gold dollars. 

Take it either way—the 
nominal value of the money 





annual payments average 
2,148 billion marks, or 429 
million dollars. After 37 
years, when Uncle Sam gets it 
all, nothing is postponable. 
This “final” sentiment 
hadn't settled before the pres- 
ent drive for unsettlement be- 


clare they can’t pay even the 
non-postponable part. 

Now let us take a look at unter 
the inter-governmental debts 
of the Allies. During and 
immediately after hostilities 
the Allies implored the United 
States for financial assistance 
to conclude the war and to 
prevent complete collapse 
afterwards. At the same time 
the European Allies were ex- 
tending assistance to each 
other. England advanced to 
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Billions for Arms but Nothing for 
Debts 


The nations which owe ‘‘political debts’’ to the United 
States Government have spent since the war about as 
much on their armies and navies as the entire amount of 
; those debts. Yet they say they are onerous beyond en- 
gan. The Germans now de durance. Last year their arms expenditures as compared 
with their payments to the United States were as follows: 


For Armaments United States 





| actually spent—or its own 
|| and commodity inflation con- 
| verted into 1913 prices—the 
| amount is appalling. Of the 
| 202 billion dollars the British 
| Empire put up 68 billions, 
'| France 40 billions, the United 
| States 37.5 billions, Russia 
|| 26.5 billions, Italy 22 billions, 
| Belgium 2 billions, Japan 2 
| billions and the other Allies 
| 4 billions. 

On the side of the central 
powers, war expenditures of 
governments were 75 billion 
dollars in nominal currency, 
of which Germany paid 51 
billions, Austria Hungary 
20.5 billions, Turkey 2.5 
billions and Bulgaria 1.3 


For Debt to 
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647,133,935 
608,024,880 





picts wakaree ee $1.779.346,162 


billions. The United States 
takes the position that there 
is no moral or rational fiscal 
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her allies, including France, 
about 4.5 billion dollars and 
France put up about 600 million in the way of loans to 
certain of the Allies. All of these amounts are included 
in the war cost figures of the borrowing nations. 

The total amount advanced by the United States to the 
Allies was 9.85 billion dollars, including material sold to 
France by the A. E. F. As the various loans which made 
up this total were negotiated, the borrowing nations simply 
gave their promissory notes with interest at 5 or 6 per 
cent, as the case might be. By the time of the funding 
of these various debts for a period of 62 years they had 
grown, plus unpaid interest, to 12.09 billion dollars. How- 
. ever, the total of the funded debt was placed at 11.565 
billion dollars. ‘The entire amount of the annual pay- 
ments over a pericd of 62 years amounts to 22.188 billions. 

The interest paid by the borrowing nations in place of 
the 5 and 6 per cent of their promissory notes was reduced 
to a quarter of 1 per cent in the case of Greece, less than 
a half of 1 per cent for Italy, 1.03 per cent for Yugo- 
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relation bétween war costs, 
reparations and the debts of the Allies to the United States. 
It justly maintains that it is up to the Allies to pay their 
own debts, of whatever nature, entirely regardless of 
whether or not Germany pays them. 


Confusing Reparations and Debts 


However, the reparations and Allies’ debts payments 
have been so deftly interwoven by the Allies and Germany 
in the Young Plan that the latter is now one with them 
in the view that the reparations are on the whole being 
paid by Germany to the United States, the Allies being 
merely forwarding agents. 

This point of view has been further driven into the 
German mind by the Young Plan agreement that any 
relief given to the Allies by the United States will be 
passed on to Germany at once except one-third; of which, 
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Charles Benedict Says - 


W orld Debts — Now and Then 


S it true then, as Germany said at the beginning of 
[ the war when she marched through Belgium— 
that agreements between governments are merely 
scraps of paper to be adhered to or not, depending on 
inclination or convenience? Yet, how the world 
scorned the utterance of this low moral code in 1914! 
The nation as a whole and the German people as indi- 
viduals suffered ostracism — since governments are 


men. 

Why then in 1932 should we tolerate repudiation by 
any government of her just debts? It is as great a 
reflection on the honor of her citizens today as it was 
in 1914, 

The necessity of the peoples of Europe was very 
great when these loans were made. The terms were 
very liberal and in subsequently cancelling a large 
portion of the indebtedness we showed ourselves hu- 
mane and understanding. 

By permitting the transfer of the burden of the 
world debts to our shoulders we would be doing the 
world no good whatever; for war can only be out- 
lawed by making it highly unprofitable. Morally, we 
would establish our acceptance ef a low code of ethics 
for all men as well as governments. 


The basis of these loans and the conditions under 
which they were to be made are clearly set forth 
twelve years ago in the Amsterdam Appeal which was 
signed by the leading men in eight important countries 
in a position to render financial aid. This interesting 
document points out the necessity for these loans and 
makes provision for the protection of the lenders. 

The debt was contracted—the money was paid out, 
—the obligation remains for these and subsequent 
loans. 

Should the American people suffer because the 
acquisitive instinct of the bankers blinded them to 
the wisdom of the Amsterdam Appeal,—particularly 
clause number 7? On the contrary, the nation has a 
right to count on these men,—to whom they have 
entrusted. their savings,—to champion the cause of 
re-payment. 

To limit and cancel this obligation will not relieve 
the present economic situation. To do so we would 
have to make additional loans. The world needs re- 
building on the sound basis of supply and demand in 
goods,—and cancellation is not going to bring that 
about. 

If worse comes to worst,—we could agree to permit 
the bankers to contribute their profits on these issues 
“to save the world.” 


The Amsterdam Appeal — 


As Made Public January 15, 1920 


fore their Government, the Reparations Commis- 
sion, and the Chamber of Commerce of the 
United States the following observations and to recom- 
mend that the Chamber of Commerce of the United 
States designate representatives of commerce and 
finance to meet forthwith (the matter being of the 
greatest urgency) with those of other countries chiefly 
concerned, which should include the United Kingdom 
and the British dominions, France, Belgium, Italy, 
Japan, Germany, Austria, the neutral countries of 
Europe, the United States, and the chief exporting 
countries of South America, for the purpose of exam- 
ining the situation briefly set forth below and to recom- 
mend upon the basis of authentic information what 
action in the various countries is advisable among the 
peoples interested in reviving and maintaining inter- 
national commerce. 
They venture to add to the above recommendation 
the following observations: 
The war has left to conqueror and conquered alike 
the problem of finding means effectively to arrest and 
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ats undersigned individuals beg leave to lay be- 


counteract the continuous growth in the volume of 
outstanding money and of government obligations, 
and, its concomitant, the constant increase of prices. 
A decrease of excessive consumption and an increase 
of production and taxation are recognized as the most 
hopeful—if not the only—remedies. Unless they are 
promptly applied, the depreciation of money, it is to 

feared, will continue, wiping out the savings of the 
past and leading to a gradual but persistent spreading 
of bankruptcy and anarchy in Europe. 

There can be no social or economic future for any 
country, which adopts a permanent policy of meeting 
its current expenditure by a continuous inflation of its 
circulation and by increasing its interest-bearing debts 
without a corresponding increase of its tangible assets. 
In practice every country will have to be treated after 
careful study and with due regard to its individual 
conditions and requirements. No country, however, 
is deserving of credit, nor can it be considered a solvent 
debtor, whose obligations we may treat as items of 
actual value in formulating our plans for the future, 
that will not or cannot bring its current expenditure 





within the compass of its receipts from taxation and 
other regular income. This principle must be clearly 
brought home to the peoples of all countries; for it 
will be impossible otherwise to arouse them from a 
dream of false hopes and illusions to the recognition of 
hard facts. 

It is evident that Germany and Austria will have 
to bear a heavier load than their conquerors, and that, 
in conformity with the Treaty of Peace, they must 
bear the largest possible burden they may safely as- 
sume. But care will have to be taken that this burden 
does not exceed the measure of the highest practicable 
taxation, and that it does not destroy the power of 
production, which forms the very source of effective 
taxation. For the sake of their creditors and for the 
sake of the world, whose future social and economic 
development is involved, Germany and Austria must 
not be rendered bankrupt. If, for instance upon close 
examination, the Commission des Réparations finds 
that, even with the most drastic plan of taxation of 
property, income, trade, and consumption, the sums 
that these countries will be able to contribute im- 
mediately towards the current expenses of their 
creditors will not reach the obligations now stipulated, 
then the Commission might be expected to take the 
view that the scope of the annual contributions must 
be brought within the limits where solvency can be 
preserved, even though it might be necessary for that 
purpose to extent the period of instalments. The load 
of the burden and the period during which it is to be 
borne, must not, however, exceed certain bounds; it 
must not bring about so drastic a lowering of the stand- 
ard of living that a willingness to pay a just debt is 
converted into a spirit of despair and revolt. 

It is also true that amongst the victorious countries 
there are some whose economic condition is exceed- 
ingly grave, and which have reached the limits of their 
taxing powers. It appears therefore to the under- 
signed, that the position of these countries, too, should 
be examined from the same point of view of keeping 
taxation within the power of endurance, and within 
a scope that will not be conducive to financial chaos 
and social unrest. 

When once the expenditure of the various European 
countries has been brought within their taxable 
capacity (which should be a first condition of granting 
them further assistance), and when the-burdens of in- 
debtedness, as between the different nations, have been 
brought within the limits of endurance, the problem 
arises as to how these countries are to be furnished 
with the working capital necessary for them to pur- 
chase the imports required for re-starting the circle of 
exchange, to restore their productivity, and to re- 
organize their currencies. 

The signatories submit that, while much can be done 
through normal banking channels, the working capital 
needed is too large in amount and is required too 
quickly for such channels to be adequate. They are 
of the opinion, therefore, that a more comprehensive 
scheme is necessary. It is not a question of affording 
"aid only to a single country, or even to a single group 
of countries which were allied in the war. The in- 
interests of the whole of Europe and indeed of the 
whole world are at stake. 

It is not our intention to suggest in detail the 
method by which such international co-operation in the 
grant of credit may be secured. But we allow our- 
selves the following observations: 


1. The greater part of the funds must necessarily 


be supplied by those countries where the trade balance 
and the exchanges are favorable. 


2. Long-term foreign credit, such as is here con- 
templated, is only desirable insofar as it is absolutely 
necessary to restore productive processes. It is not a 
substitute for those efforts and sacrifices on the part of 
each country, by which alone they can solve their in- 
ternal problem. It is only by the real economic con- 
ditions pressing severely, as they must, on the individual 
that equilibrium can be restored. 


3. For this reason, and also because of the great 
demands on capital for their own internal purposes in 
the lending countries themselves, the credit supplied 
should be reduced to the minimum absolutely necessary. 


4. Assistance should as far as possible be given in a 
form which leaves national and international trade free 
from the restrictive control of Governments. 


5. Any scheme should encourage to the greatest 
extent possible the supply of credit and the develop- 
ment of trade through normal channels. 


6. Insofar as it proves possible to issue loans to the 
public in the lending countries, these loans must be on 
such terms as will attract the real savings of the in- 
dividual; otherwise inflation would be increased. 


7. The borrowing countries would have to pro- 
vide the best obtainable security. For this purpose 
it should be agreed that: 

a. Such loans should rank in front of all 
other indebtedness whatsoever, whether internal 
debt reparation payments, or interallied gov- 
ernmental debt. 

b. Special security should be set aside by the 
borrowing countries as a guarantee for the pay- 
ment of interest and amortization, the charac- 
ter of such security varying perhaps from 
country to country, but including in the case of 
Germany and the new States the assignment of 
import and export duties payable on a gold 
basis, and in the case of States entitled to re- 
ceipts from Germany, a first charge on such 
receipts. 


The outlook at present is dark. . No greater task 
is before us now, than to devise means by which 
some means of hopefulness will reénter the minds of 
the masses. The reéstablishment of a willingness to 
work and to save, of incentives to the highest in- 
dividual effort, and of opportunities for every one to 
enjoy a reasonable share of the fruit of his exertions 
must be the aim towards which the best minds in all 
countries should co-operate. Only if we recognize that 
the time has now come when all countries must help 
one another, can we hope to bring about an atmosphere, 
in which we can look forward to the restoration of 
normal conditions and to the end of our present evils. 

In conclusion the signatories desire to reiterate their 
conviction as to the very grave urgency of these ques- 
tions in point of time. Every month which passes will 
aggravate the problem and render its eventual solution 
increasingly difficult. All the information at their 
disposal convinces them that very critical days for 
Europe are now imminent and that no time must be 
lost if catastrophes are to be averted. 

In the various countries the signatories to the mem- 
orandum have been the following persons: 
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America (United States of) 


Epwin A. ALDERMAN, President University of Virginia. 

FRANK B. ANDERSON, President Bank of California, San 
Francisco. 

Juttus H. Barnes, Partner Barnes Ames Co., and 
Director U. S. Grain Corporation. — 

RoBERT L. BRooKINGs, President Board Trustees, Wash- 
ington University, St. Louis. 

Emory W. C1iarK, President First and Old Detroit 
National Bank. 

H. Dopce, Partner Phelps Dodge Corporation, New 


York. 
CHARLES W. ELioT, President Emeritus Harvard 
University. 


HERBERT FLEISHHACKER, President Anglo and London 
Paris National Bank, San Francisco. 

James B. Forcan, President First National Bank, 
Chicago. 

ARTHUR T. HADLEY, President Yale University. 

R. S. Hawes, President American Bankers Association. 

A. BARTON HEPBURN, Chairman Chase National Bank, 
New York. 

Myron T. HERRICK, Former Ambassador to France. 

Louis W. HILL, Chairman Great Northern Railroad Co. 

HERBERT Hoover, Former Director U. S. Food Admin- 
istration. 

H. P. Jupson, President University of Chicago. 

DaRWIN P. KINGSLEY, President New York Life Insur- 
ance Co. 

GrorcE H. McFaAppEen, Partner G. H. McFadden & 
Brother, Philadelphia. 

ALFRED E. MAarLING, President New York Chamber of 
Commerce. 


A. W. MELLON, President Mellon National Bank, Pitts- 
burgh. 

A. L. Mitts, President First National Bank, Portland, 
Oregon. 

J. P. Morcan, Partner of J. P Morgan and Company, 
New York. 


WILLIAM FELLOWES Morcan, President New York Mer- 
chants’ Association. 

FREDERICK H. Rawson, President Union Trust Co., 
Chicago. 

SAMUEL REA, President Pennsylvania Railroad Co. 

GrorGE M. REYNOLDs, Chairman Continental and Com- 
mercial National Bank, Chicago. 

R. G. RHETT, President People’s National Bank, Charles- 
town, South Carolina. 

Euinu Root, Former Secretary of State, and ex-Senator. 

L. L. Rug, President Philadelphia National Bank. 

CHares H. SaBin, President Guaranty Trust Co., New 
York. 

Jacos H. Scuirr, Partner Kuhn Loeb & Co., New York. 

Epwin R. A. SELIGMAN, Professor Economics, Columbia 
University. 

Joun G. Suepp, President Marshall Field Company, 
Chicago. 

JOHN SHERWIN, President First National Bank, Cleve- 
land. 

JaMes A. STILLMAN, President National City Bank of 
New York. 

= a8 SuZZALLO, President University of Washington, 

eattle. 
— H. Tart, Former President of the United 
tates. 

F. W.Taussic, Professor Economics, Harvard University. 

FRANK A. VANDERLIP, Chairman Banking Committee 
New York Chamber of Commerce. 

Festus J. Wape, President Mercantile Trust Company, 
St. Louis. 
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Paut M. Warsurc, Chairman Acceptance Council and 
Committee on Banking of New York Merchants’ 
Association, and former Vice Governor Federal Re- 
serve Board. 

F. O. Watts, President Third National Bank, St. Louis. 

Harry A. WHEELER, Former President United States 
Chamber of Commerce, and Chairman International 
Trade Conference of U. S. Chamber of Commerce. 

mae WILLARD, President Baltimore and Ohio Rail- 
road Co. 


Great Britain 


Sirk CHARLES Appis, Chairman of the Hongkong and 
Shanghai Banking Corporation Ltd., Director of the 
Bank of England. 

THE RIGHT HonourRaABLE H. H. Asquitn, P.C., For- 
merly Prime Minister. 

THE HonouraABLE RosBert H. Brann, C.M.G., Partner 
of Lazard Bros. & Co. Ltd., Director of Lloyds’ Bank 
Ltd. 

ViscoUNT Bryce, G.C.V.O., O.M., Formerly Am- 
bassador to the United States. 

THE RiGHT HonouraBLe Lorp Rosert CEcIL, P.C., 
K.C., Formerly Chairman of the Supreme Economic 
Council of the Allies, Formerly Assistant Secretary of 
State for Foreign Affairs. 

THE RIGHT HONOuRABLE J. R. Crynes, M.P., Leader 
of the Labour Party. 

F. C. GooDENOUGH, EsQ., Chairman of Barclay’s Bank 
Ltd. 

Epwarp C. GRENFELL, EsqQ., Senior Partner of Messrs. 
Morgan Grenfell & Co. Ltd., Director of the Bank 
of England. 

Lorp INcHcaPE, G.C.M.G., K.C.S.1., Chairman of 
the National Provincial and Union Bank Ltd., and 
Chairman of the Peninsular and Oriental Steam Navi- 
gation Co. 

Sir RoBert KINDERSLEY, K.B.E., Chairman of the 
National Savings Committee, Director of the Bank of 
England, Partner of Lazard Bros. & Co. Ltd. 

WALTER LEAF, Esq., Chairman of the London County 
and Westminster Bank Ltd. 

THE Richt HoNourRABLE REGINALD McKeENNA, P.C., 
Chairman of the London Joint City and Midland 
Bank Ltd. 

THE RicHT HonourABLE SiR DONALD MACLEAN, 
K.B.E., Leader of the Liberal Party in the House of 
Commons. 

Tue Richt HonouraBLe J. H. THomas, M.P., Leader 
of the Labour Party. 

Sir RICHARD VAssAR-SMITH, Bart., Chairman of Lloyds’ 
Bank Ltd. 


France 


Darcy, Président du Comité des Houilléres de France. 

De WENDEL. 

CHARLES LAURENT. 

RocerR LEHIDEUX, Président de l'Union Syndicale de 
Banquiers de Paris et de la province. 

RAPHAEL-GEORGE LEvy, Economiste, Sénateur. 

Petit, Président Tribunal de Commerce. 





Denmark, Netherlands, Norway, 
Sweden, Switzerland 


Prominent Government Officials, Leading Industrialists, 
Bankers, Educators and Economists as signatories. 
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Look Up and Cheer Up 


At times it seems a pity that depression 
is so thoroughly publicized. In business 
activity we are, roughtly, in the position 
of having had three apples in 1929 and of 
having lost one of them. That is too bad. 
It means genuine distress for millions of 
people. Yet vastly more- individuals are at 
work than are idle and that they enjoy some- 
thing more than a subsistence standard is 
plainly shown by an enormous growth of 
savings bank deposits and life insurance 
during the past two years of depression. 

Depression is not a very obvious thing. 
One can not find visible evidence of it on 
the streets. The majority of us have become 
intimately familiar with it less from personal 
encounter than from having it interminably 
related to us through the press. The inevi- 
table effect is an unconscious doubt and re- 
straint, a psychological exaggeration of our 
difficulty. There is no doubt that a psy- 
chology of depression has now become one 
of the important factors retarding recovery. 

It would be absurd, of course, to suggest 
that newspapers should suppress the facts. 
But it is by no means absurd for the average 
person to attempt to survey those facts from 
a more reasonable perspective. Let him re- 
mind himself that, if one apple has been 
lost, two are left. Let him remember that in 
every field of business there is a tremendous 
backlog of life and activity left—a backlog 
that will be eliminated only when the world 
and all its people are dead. a! 

Are we broke when we spent $4,000,000,000 in con- 
struction last year? Here is an experiment worth trying 
when one feels blue: Take a stroll through the streets of 
New York with open and observant eye. Lift your gaze 
to the sky to follow the upthrust of new steel girders. In 
particular, have a look at Radio City and the thousands 
of workers swarming over and around and under it, intent 
only upon their tasks. If one can do that without feeling 
better he needs to consult a psychiatrist! 


[0 





Weather For Sale 


Industrial developments which seem virtually in the 
realm of fancy have a way of slipping upon us almost 
unaware. In an occasional advertisement, still overshad- 
owed by advertisements of automobiles and other familiar 
products, we see the dawn of the era of air-conditioning. 
Before many years have passed it very likely will be as 
familiar a convenience of everyday life as is the motor car, 
the radio or the mechanical refrigerator. 
offer a field of profit for many companies—including all 
those now engaged in refrigeration or any branch of en- 
gineering related to air control—and can scarcely fail to 
become a factor of general business importance. 

If this prospect seems vague, let us recall the remarkable 
expansion of the automobile industry in a period of a 
few years. The reason lay simply in the basic character 
of the product. It was something that everyone wanted 
and would buy at a reasonable price. Air-conditioning, 
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If so, it will 





Things To 


contributing enormously to human comfort, health and 
efficiency in its effective control of both air moisture and 
air temperature within buildings, is also something that 
everyone wants, or would want after he learned about it. 
Who would not like to replace the blistering heat of 
summer in home, office or factory with a constant 65-degree 
temperature? When this can be done at reasonable cost, 
as it will be, there will be virtually no limit in the new 
industry of manufacturing a satisfactory grade of weather. 


Opportunity Knocks Again 


If one had invested $6,800,000 in factory facilities and 
had sold the product in the depressed year 1931 at a net 
profit of $4,800,000, that performance would seem to offer 
no cause for complaint and considerable cause for gratifica- 
tion. The example, however, is not fictitious. The latter 
figure is the profit earned by the Nash Motors Co. for the 
fiscal year ended November 30. The former figure is that 
which the company’s balance sheet carries for real estate, 
plants, equipment, etc. 

Nor is Nash an anomaly. Its position and strong capital 
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st-up are fairly representative of the motor industry in 
general. On total assets of approximately $48,000,000, of 
which cash and marketable securities amount to approxi- 
mately $38,000,000, the Nash 1931 profit is 10 per cent, 
surely a fair return. On the 1916 investment of original 
shareholders it is truly a fabulous return. 

We can not re-live the past. No investor ever profited 
by thinking in terms of the past. He will get a clearer 
picture of his company’s position if he can put out of 
mind the inflated market valuations and inflated dividend 
levels of the boom years and look instead for satisfactory 
return upoh the actual capital employed. On this basis 
many companies, not alone in the motor industry, are show- 
ing an excellent record. However unfortunate for 1929 
buyers, the decline in their stocks in many instances should 
be regarded as a new opportunity to get in virtually “on 
the ground floor” in established enterprises. 


Something New in Speculation 


Ordinarily a United States Government bond would be 
the last security anyone would think of as a suitable or 
attractive medium for speculation. The very name for 
years has been accepted as synonymous with the highest 
degree of investment safety and accordingly has implied 
a relatively small interest return and the improbability of 
wide fluctuation. Yet in recent weeks, United States 
Government bonds, reflecting the uncertainties involved 
in the prospect of heavy Government borrowing, have 
fluctuated over a range sufficiently wide to attract a grow- 
ing volume of speculative interest. 

One broker reports having received in recent weeks no 
les than fifty inquiries as to the probable course of Gov- 
emment bonds. The inquirers are not, in the majority of 
instances, investors, but speculators. Since they can not 
sll Government bonds short, what they want to know is 
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8 ‘es of ultimate profit on purchases at present 
evels, 

It is perhaps disquieting to be reminded that Govern- 
ment finances are in a condition which makes such specu- 
tion possible, but as speculation goes this would certainly 
sem to be the absolute in safety. The bonds of our Gov- 

_emment do not sell very far under par for any great length 
of time. How low the Treasury 3s, floated last autumn, 
will go is anyone’s guess but it is no guess to say that they 
should climb back to par within two or three years—if 
not much sooner—and thus yield a 15-point profit to those 
who accumulate them around present prices of 85. 


British Trade Still Slow 


When Great Britain plunged off of the gold standard 
lst September the question which the rest of the world 
immediately asked itself was whether that act would in 
act, as well as in theory, improve Britain's trade position 

Cutting into imports and accelerating exports. Perhaps 
sufficient time has not yet elapsed for a conclusive test, 
ut it is interesting to note that Britain’s foreign trade 
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results for the last three months of 1931 give very little 
evidence of significant gain. 

It is true that imports dropped from £83,231,000 in 
November to £77,027,000 in December and that exports 
were higher by a fraction of 1 per cent. But for the last 
quarter of the year the surplus of British imports was, in 
terms of the dollar, $83,000,000 more than a year pre- 
viously. This could be due only in part to a rush of “pre- 
tariff’ imports. The total 1931 import surplus was only 
a trifle under $2,000,000,000, the largest in many years. 
Thus far, at least, Great Britain certainly has not gained 
sufficiently in trade to offset the loss of financial prestige 
and of banking profits involved in suspension of the gold 
standard. 


Railway Executives and Their Problems 


Patrick E. Crowley, who recently resigned as president 
of the New York Central lines, is reported to have said 
to his directors: “Gentlemen, my job should be to stay 
here in these offices and run this railroad. A large part 
of my time, however, is taken with appearances before 
commissions, attending conferences and meetings of many 
kinds, on a great variety of matters, and social functions 
that keep me, not only from my post, but even from my 
family. I cannot longer carry on in these conflicting direc- 
tions.” 

The president of a large western railroad said, in dis- 
cussing the proposed increases in freight rates and reduc- 
tions in wages: “If railway executives could be relieved of 
numerous meetings and conferences all over the country, 
that we are required to attend, and also of the unending 
burdens placed upon our counsel, clerical forces and our- 
selves by the Interstate Commerce Commission, and we 
could stay at home and run our respective railroads we 
could show larger gross and net earnings than will ever be 

realized from whatever increases in 
freight rates and reductions in wages we 
may be able to get.” 

These statements are highly sug- 
gestive and call attention strikingly to 
the tremendous increase and change in 
the duties of railway executives, particu- 
larly of the large systems. It is note- 
worthy that the railroads whose principal 
executives take the least active part in all these outside 
matters, are making the biggest earnings and are in the 
strongest position. Witness the Atchison, Burlington and 
Norfolk & Western. On the other hand we find such 
railroads as the Baltimore & Ohio, the New York Central 
and the Pennsylvania hard-hit by depression. Coincidence 
or not, the heads of these systems are among those most 
burdened by outside matters. 

Of all the many and perplexing problems with which 
railway executives are confronted the most acute is the 
tremendous slump in earnings—$804,026,802 in gross and 
$253,240,968 in net for the first nine months of last year, 
compared with the corresponding period of 1930. Genuine 
and permanent relief can be found only in a larger 
volume of traffic and earnings. Is it to be obtained by the 
executives racing all over the United States—thousands of 
miles every year—to discuss, more or less academically— 
things that have little or nothing to ‘do with sound rail- 
roading, or by staying on their jobs at home, getting better 
acquainted with their patrons, their own working forces 
and problems? 

The whole situation resolves itself largely into the ques- 
tion: “What should be the duties of a railroad president?” 
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Utilities Face Critical Problem 
in New Financing 


Recent Failure Emphasizes Necessity of Carefully 
Scrutinizing Capital Structures and Nearby 
Maturities of Public Utility Holding Companies 


By Francis C. FuLLERTON 
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utilities during the 

past decade have been 

so convincing, and during the depression years of 1930 
and 1931 so reassuring, that failures or receiverships in 
these two branches of the public utility industry are hardly 
thé expected occurrences. 

Yet the year 1932 had hardly dawned when the faith 
which investors had come to place in the sustained earning 
power of the public utilities and the ultimate price recovery 
of their securities received a shock by the announcement 
of the failure of the American Commonwealths Power 
Corp.—a $200,000,000 holding company. 

This is not the first big collapse coming in the wake of 
depression among the utilities for, a few months earlier, the 
Tri-Utilities Corp., a $350,000,000 system of varied con- 
stituency went to the wall. Two of the three chief sub- 
sidiaries of Tri-Utilities promptly followed suit, American 
Natural Gas Corp. ‘and ss Light & Power Corp. 

Other fiascos of lesser importance were the Foshay col- 
lapse soon after the October, 1929, stock market crash, 
involving scattered properties valued at some $13,000,000; 
and the Empire Public Service Corp. in October, 1930, 
which had property and plant investment of about 
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annual report for 
1930 “this widespread 
public investment in your corporation's securities and in 
those of its Subsidiary Companies is an indication of the 
growing public confidence in your Corporation's affairs, 
and is encouraged by your corporation’s policy of furnish 
ing reliable information to stockholders and the public at 
frequent intervals throughout the year.” The market value 
of the stockholders’ equity, incidentally, is now next to 
nothing. 

In the halcyon days of 1928 and 1929 prior to the crash 
of the stock market, the securities of the public utility 
companies, including the holding companies, were generally 
held in high esteem by the investing public. Debenture 
bonds of American Commonwealths Power and of Tri 
Utilities and the numerous intermediary holding company 
subsidiaries of these two systems were sold to the public 
at or near par. In receivership, these same debentures are 
practically worthless. American Commonwealths Power 
5s of 1953 and the 6s of 1940, for instance are now 
selling for about 5 cents on the dollar; Tri-Utilities Conv. 
5s of 1979 for less than 2 cents on the dollar, and Peoples 
Light & Power 5s of 1979 for about 5 cents on the dollar. 
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The securities junior to the bonds are quoted at a fraction 
of a dollar and represent merely a chance in a reorgani- 
zation. 

Serious as these losses are to the investors directly in- 
volved, the reasons behind the failures are of transcending 
importance to all investors. For, the difficulty leading up 
to the collapse in both cases, while by no means common to 
all corporations, is frequent enough, both within and with- 
out the public utility industry, to bear watching. It is the 

roblem of meeting maturing indebtedness in these times 
of dificult, if not impossible, new financing and the en- 
shrouding caution and reluctance with which the bankers 
extend credit. 

The direct cause of American Commonwealths’ collapse 
was apparently the inability to meet the notes of its sub- 
sidiaries. The holding company did not default on its own 
obligations but could arrange neither the refunding or even 
temporary bank credit to meet the notes of its subsidiaries 
that very recently fell due. 

Naturally the investor asks how many other companies 
will face similar conditions? The current large discounts 
at which the unsecured debentures of many holding com- 
panies are quoted is not reassuring even though the bond 
market is still at absurdly low levels. 


Encouraging Contrasts 


Yet this situation is not without its contrasts. It will be 
noted that the securities of the more conservatively capi- 
talized holding company systems have fared more favorably 
and are selling at prices more in line with their rank. 
North American might be cited under this category with 
its debenture obligations selling in the eighties. Naturally 
holding companies of this type are not those over which 
concern need be felt. 

In further contrast to the weaker holding company 
issues we have the 
major operating companies 
whose bonds as a group 
have resisted the on- 
slaughts of almost unceas- 
ing liquidation during the 
past two years probably 
better than any other im- 
portant group of corpora- 
tion bonds. Certainly we 
can eliminate such com- 
panies from the list which 
demands scrutiny. Even 
if faced with nearby ma- 
turities the well estab- 
lished sound operating 
company can secure credit 
if any corporation in the 
country can. 

The reasons for the dif- 
ference in the market ac- 
tion between the operat- 
ing and the holding com- 
pany securities are several. 

First of all, many if not 
most of the operating 
company bonds are se- 
cured by a lien on the 
Property of the company 

value of which is 
generally considerably in 
excess of the face amount 
of the bonds outstanding. 
The holding company 
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bonds, as already explained, are, in many cases, unsecured 
obligations indicating merely the company’s promise to pay 
the principal at the maturity date. 

Second, the factor of safety regarding interest require- 
ments on the operating company bonds is much higher. 
Operating company bond interest charges are a first charge 
against the net earnings of the company. The holding 
company bonds, on the other hand, occupy a junior position 
in the capitalization of the system, ranking after the operat- 
ing company and the intermediary holding company bonds 
and preferred stock. 

The unsecured nature of public utility holding company 
bonds and their junior position in the capitalization scheme 
naturally place them in a weak position during a period of 
depression. A shrinkage in earnings affects the coverage 
on the junior issues more severely than on the underlying 
operating company bonds. 

The causes of the difficulties to which some of the public 
utility systems have fallen heir are to be sought not in the 
statistics of operations of the industry, because performance 
during the period of depression has been remarkable, but 
rather in the heavy over-capitalizations and the flimsy 
financing resorted to by certain promoters and bankers in 
putting together these systems. If business had continued 
at boom levels all might have been well but adversity ac- 
centuates weakness and present problems are no more than 
the natural correctives of past excesses. 


Some Utilities Inflated 


Pyramiding was a popular practice on the part of am- 
bitious and aggressive groups who sought to control a 
huge aggregation of properties with a comparatively in- 
significant investment of their own funds. And to make 
matters worse, these groups in order to acquire desired 
properties bid extremely high prices. So popular had 
public utilities become in 
the eyes of investors that 
anything even remotely 
related to public utilities 
was acquired and included 
in certain of these holding 
companies and the whole 
composite aggregation sold 
to the public as developed 
and consolidated gas and 
electric systems. 

One of the features 
in financing of this type 
has been laxity in ac- 
counting procedure. 
Through a change in ac- 
counting methods, net 
profits were made to ap- 
pear higher than pre- 
viously. Charges that 
were formerly made to 
maintenance were capi- 
talized under the new 
system, and depreciation 
or renewal charges are 
lowered considerably. 
The increase in net earn- 
ings thus shown, however, 
is more fictitious than 
real but they neverthe- 
less served the purpose of 
the sponsoring group of 
showing earnings on the 
(Please turn to page 437) 
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MISSOURI PACIFIC RAILROAD CO. 
Ist & Refunding Mortgage 5s 
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A Second Grade Bond With 
First Grade Prospects 


Amply Secured Mortgage Issue for Income and Profit 


F there be one outstanding charac- 
| teristic of our present security mar- 

kets it is the near-boom which is 
taking place in second class bonds—a 
boom which is the more impressive be- 
cause of the low levels from which it 
springs. Moreover, the movement is 
justifiable. These securities as a class 
were forced down to ridiculous prices. 
They discounted fire, flood, sudden 
death, bankruptcy and every other im- 
aginable catastrophe. The present ris- 
ing tendency marks returning sanity 
and it was no less interesting by reason 
of the fact that it was accompanied at 
first by a steady decline in high grade 
issues. 

Now, with the abrupt reversal in the 
high grade bond movement it would 
seem that the situation had changed 
somewhat. But these issues, while cur- 
rently strong, are under the prospective 
pressure of a tremendous volume of 
new financing. On the other hand 
second grades were at so low a point 
that the prospect of new financing 
or the particular level of interest 
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wage reduction of railroad union labor. 

Let us consider the first and refund- 
ing mortgage 5s of the Missouri Pa- 
cific Railroad Co. The road born of 
reorganization in 1917 hardly had 
time to put itself upon a firm basis be- 
fore the holocaust of the present de- 
pression was encountered. Neverthe- 
less, following the post-war period of 
deflation much progress was made. 
Large sums were spent for physical 
improvements and the result of these 
expenditures was seen in a constantly 
higher degree of efficiency. While the 
road, like every other in the country, 
has undoubtedly lost ground in the last 
two years, its securities have discounted 
worse disasters than any which have 
actually taken place, or any which are 
likely to take place in the future. 

The Missouri Pacific System proper 
operates some 7,500 miles of track, the 
main lines of which stretch due west- 
ward from St. Louis to Pueblo, Colo., 
where connection is made with the 


Denver & Rio Grande Western. Also 
from St. Louis, lines run south and 
southwest to New. Orleans and Tex- 
arkana, respectively. At New Orleans, 
connection is made with the “Gulf 
Coast Lines” serving Galveston and 
other Gulf cities, while at Texarkana 
the Missouri Pacific connects with the 
Texas & Pacific which runs directly to 
El Paso, and with the International- 
Great Northern which runs southwest- 
ward to Laredo and has branches serv 
ing Houston and Galvestion. 

These various connecting roads are 
mentioned not only because they are 
important from the standpoint of 
freight exchanges, but because in them 
the Missouri Pacific has important 
financial holdings. It owns a 50% in- 
terest in the Denver & Rio Grande 
Western, almost a 60% interest in the 
Texas & Pacific, nearly 90% of the 
stock of the New Orleans, Texas & 
Mexico which in turn wholly controls 
the International-Great Northern. 

The territory served by these 
roads is in general sparsely popu: 





rates were matters unworthy of 
consideration. These issues were 
much over-sold, they rose, and 

are likely to rise still further, even 
though money rates strengthen 
later on in the year. 

It would therefore seem logical 
to continue to concentrate upon 
second grade issues, rather than 
those of highest calibre. Railroad 
obligations provide one of the most 
fertile sub-divisions of this field 
and its attractiveness is enhanced 
by virtue of the Reconstruction 


—— 








Finance Corp. and the imminent 





Missouri Pacific Railroad Co. 


Times Earned 
Fixed Charges 


1.05 
1.36 
1,70 
1.63 
1,58 
1,53 
+0.87 


Gross 
Income 


$21,300,000 
25,742,000 
30,001,000 
25,385,000 
23,955,000 
19,384,000 








lated. In it there is little manu 
facturing and the roads depend on 
crops, timber and mineral products 
for the greater part of their freight. 
In recent years there has been a 
spectacular increase in crude oil 
production both in Texas and Ok- 
lahoma. This was mainly respons 
ible for the greatly increased traf- 
fic and high earning power of the 
Texas & Pacific during 1928 and 
1929, while the boom in the East 
Texas field about which so much 
fuss is now made is materially 
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helping the International-Great 
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Northern. It should be noted, how- 
ever, that in the case of the Texas & 
Pacific part of the oil traffic was di- 
verted to pipelines and the same may 
be true in the future of the Interna- 
tional-Great Northern. In view of 
this, it cannot be said that conditions 
favor any phenomenal expansion in 
this freight. 

Nevertheless, although important, 
petroleum products are not even now 
everything to the system. In 1930 they 
constituted slightly more than 8% of 
the total tonnage carried, while bitu- 
minous coal stood at the head of the 
list with some- 184%, followed by 
gravel and sand with nearly 12%. 

Of the sources of income, freight is 
by far the most important. Passenger 
revenues have steadily declined for the 
last ten years and in 1930 this division 
contributed only 842% of the total. 
In the same year freight accounted for 
83%, mail for less than 3% while the 
balance was derived from express and 
miscellaneous sources. 

Despite the fact that the gross reve- 
nues of the Missouri Pacific System 
expanded steadily from 1922 to 1929, 
the crying need for improved facilities 
resulted in a constantly growing bonded 
indebtedness, the interest charges on 
which absorbed nearly all the benefits. 
Now, faced with a much curtailed 
trafic the road is finding that the pro- 
portion of funded debt is too large to 
be altogether comfortable. Of the total 
capitalization, more than $410,000,000 
is in fixed income bearing obligations, 
asum which is over two-and-one-half 
times the combined preferred and com- 
mon stocks. In 1930, it took 73% of 
the road’s income to pay interest 
charges. 

It was this adverse factor to which 
may be added an unsatisfactory work- 
ing capital position and maturities of 
some $35,000,000 due in 1933 that af- 
forded the excuse for the drastic de- 
cline in the company’s securities. The 
movement, however, was overdone. 
For example, the first and refunding 
mortgage bonds sold at 43 and even 
their present price of 56 seems to take 
a too pessimistic view of the future. 

The low was a receivership price— 
and a poor one at that. In effect, it 
sid that the road would go bankrupt 
and in the subsequent reorganization 
proceedings that these bonds would be 
saled down to less that half their par 
value. Yet, there is only slightly more 
than $50,000,000 in prior liens ahead 
of this issue, while it is followed by 
other bonds totalling $110,000,000, 
preferred stock in the amount of $71,- 
800,100 and common of $82,839,500. 

The first and refunding $s are se- 
tured by a first lien on more than 

(Please turn to page 437) 


for JANUARY 23, 1932 

















Bond Buyers’ Guide 


Note.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue in the list 
is not intended as an indication of its relative investment merit. Readers 
should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 
Total Amount 
Funded of 
Debt this 
(millions issue 
Norfolk & Western Ist Consol. 4s, 1996...... 112 41 
Atchison, Top. & Santa Fe Gen’l 4s, 1995.... 311 152 
Pennsylvania Consol, 4s, 1948............... 607 20 
Union Pacific Ist 48, 1947..........-..0..08. 360 100 
Northern Pacific Prior Lien 4s, 1997......... $138 107 
Missouri-Kansas-Texas Ist 4s, 1990.......... 107 31 
Baltimore & Ohio First 4s, 1948............. 604 82 
Kansas City Southern Ist 3s, 1950........... 65 80 
N, Y¥., N. Haven & Hartford Ref, 444s, 1967 258 31 
Northern Pacific Ref. & Imp. 6s, 2047....... 313 107 


Public Utilities 


Phila. Electric Ist Ln. & Ref, 4%s, 1967.... 166 34 
Duquesne Light Ist 4%s, 1967.............. 65 65 
Westchester Lighting Ist 5s, 1950........... 22 9 
Cincinnati Gas & Elec. Ist 4s, 1968.......... 35 35 
N. ¥., Telephone Gen’l 4%s, 1989............ 61 61 
Detroit Edison Gen’l & Ref. 4%s, 1961...... 129 50 
Illinois Bell Telephone Ist & Ref, 5s, 1956... 57 49 
American Telephone Coll. Trust 5s, 1946..... 462 68 
Pacific Gas & Elec. Gen’] & Ref. 5s, 1942.... 311 36 
N. Y. Power & Light Ist 4%s, 1967......... 67 66 
Pennsylvania Pwr. & Lt. Ist 4%s, 1981...... 131 121 
Denver Gas & Elec, Ist & Ref. 6s, 1951...... 46 9 
Northern States Pwr. Ist & Ref. ‘‘B’’ 6s, °41 100 8 
Industrials 

Standard Oil of N, J. Deb. 5s, 1946.......... 169 120 
Swift & Co, First 5s, 1944..........s.eseees 53 23 
Western Electric Debenture 5s, 1944........ 35 35 
Bethlehem Steel ist & Ref, 5s, 1942......... 118 13 
Goodyear Tire & Rubber Ist & Coll. 5s, 1957.. 63 56 
Short Terms 

Amount 

Name Due This Issue 

Date (Millions) 
Corn Products Refining Ist 5s............ 5/1/84 1.8 
Detroit Edison Ist & Coll. 5s.........-+. 1/1/88 10.0 
Norfolk & Western Imp. & Ext. 6s...... 2/1/34 2.0 
Union Elec. Lt. & Power Ref. & Ext. 5s. 5/1/33 6.2 
Bethlehem Steel Purchase Money 5s...... 7/1/86 22.3 
Cleve., Lorain & Wheeling Consol, ist 5s. 10/1/33 5.0 


* On total funded debt. 


Interest* 


Times earned Recent 


Yield 
to 


1930 Est. 1981 Price Maturity 


7.5 5.4 
3.9 3.8 
1.9 1,2 
3.5 2.5 
2.2 1.2 
2.8 1.2 
1.7 1.2 
1.5 1.2 
2.0 1.4 
2.2 1,2 
Price 
3.1 105 
6.7 104% 
3.1 NC 
5.3 100 
3.8 110 
2.9 108% 
4.8 105 
6.1 105 
2.4 105 
2.8 105 
2.7 105 
2.3 105 
3.3 105 
7.4 102 
3.7 102% 
4.3 105 
4.3 105 
2.8 103 
Price 

Call Market 
106 102 
No 101 
nc 102 
Nc 99 
105 96 
NC 7 


NC-—Not callable. 


87 
87 
93 
91 
80 
79 
81 
64 
74 
89 


4.6 
4.6 
4.6 
4.8 
5.1 


Call Recent Yield to 
Price Maturity 


96 


96 
102 
85 
97 
93 
100 
99 
99 
89 
85 
90 
100 


101 
100 
96 
95 
74 


Yield 
Income Maturity 
Basis Basis 
4.9 3.9 
4.9 4.1 
5.9 4.9 
5.1 5.7 
5.2 6.5 
5.2 7.0 


NOTE—Our preferences in the above list, at present, are among the short term and 


second grade issues. 
possible adverse factor of higher money rates. 


might well be postponed unless they are assumed for a period of years. 


The high grade long term bonds in the list will be subject to the 
Consequently, commitments in this class 
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NORFOLK & WESTERN 





How Did They Do It? 


Two Roads That Stand Out Among All Others in 
Covering Common Dividend—Can They Continue? 


Year draws to a close sentiment 

regarding railroad stocks and 
bonds continues more cheerful. There 
is a growing disposition to attempt to 
forget the misfortunes of the steam car- 
riers for more than two years and to 
center attention on their possibilities in 
the future. One hears the observation 
that the further recovery of railroad 
securities may be more rapid and be- 
come more pronounced than in any 
other important group dealt in on the 
New York Stock Exchange. 

This idea is based more upon a reali- 
zation of the importance of steam rail- 
roads as transportation mediums, upon 
recent developments in their favor, 
upon the steps that have been taken to 
avert financial disaster for the weaker 
lines, than to material improvement in 
earnings. This is expected to come in 
due time. 

Until January figures re- 


\ S the first month of the New 


By Pierce H. Furton 


strong and weak, were relatively good 
or bad. 


Two Roads Lead 


Only two roads, medium in size, 
earned their common dividend. Both 
did more, as they had a substantial 
margin over. Reference is made to 
Chesapeake & Ohio and Norfolk @ 
Western. “How did they do it?” is 
the query of surprise from those who 
have not followed the statements of 
the two roads month by month earlier 
in the year. The surprise has been the 
greater because it is known that the 
freight trafic of those carriers is not 


widely diversified and that passenger’ 


traffic contributes only a comparatively 
small part of total gross earnings. 
The full data regarding these various 
items for 1931 are not available. The 
official figures show that for 1930 


spectively. It is even true that, with 
only a few exceptions, no other com- 
modity carried represented as much as 
1% of the total freight volume. 

To show the small part played by 
passenger business in the gross reve- 
nues of both roads, it is only necessary 
to note that in 1930 Chesapeake & 
Ohio had passenger earnings of no 
more than $5,365,218 against freight 
earnings of $120,715,040. For Nor 
folk & Western the figures were pas- 
senger $3,869,012 and freight $93,- 
168,819. It is reasonable to assume 
that in 1931 the results were roughly 
in the same proportion, the chief dif- 
ference being that the amounts were 
smaller in each instance. 


Requisites of Successful Railroading 


On the part of all who are not close 
students of railroad earnings, there 
should be a better under- 
standing of the prime re 





veal the new year’s trend, 
students of railroad results, 
as expressed in dollars, are 
concerned just now with ac- 
tual statements for Decem- 
ber and preliminary reports 
for the full 12 months of 
1931. Needless to say, big 
decreases in both gross and 
net, in comparison with 
1930, are being shown. The 
losses are much greater still 
in comparison with 1929. 
Several large systems—not- 





Av. mileage op. ........ 


Funded debt 
Ry. op. revs. (11 mos.).. 111,994,979 
Net income (11 mos.).... 


Earned per com. shr. 
(11 mos.) 3.37 4.14 


Est. per com. sh. (full yr) 


Chesapeake & Ohio 


1931 1930 
3,120 2,735 
$193,749,034 $148 620,392 
233,848,000 243,612,400 
127,178,453 


25,719,269 $1,707,640 


4.44 (Actual) 


ety 


quisites for satisfactory 
gross and net results on any 
railroad. To this end a few 
fundamental principles, ap- 
plicable to all railroads, and 
the most important features 
in the position in 1931 of 
these two carriers, will be set 
forth. 

There are several absolute 
essentials to the success of 
any railroad. Here they are 
in the order of geographical 
location, building manage: 

















ably Chicago & North West- 
ern and Illinois Central—did 
not earn fixed charges. New York 
Central had only a slight margin over 
that requirement. Pennsylvania fell 
short of making its dividend, reduced 
to $2 a share. The reports of other 
roads and systems, large and small, 
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products of mines made up 86.18% 
of C. & O.'s entire freight business. 
Of this large percentage 80.22% was 
supplied by bituminous coal alone. In 
the case of Norfolk & Western the 
figures were 84.47% and 78.71% re- 


ment and development of 
the property: 


1—Favorable geographical location. 

2—A well-constructed physical prop: 
erty, notably road-bed and equipment. 

3—Conservative capitalization. 
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4—Conservative but aggressive man- 
agement. 

5—A well-maintained physical prop- 
erty. 


No railroad can be a real success, 
however much may be done for it later, 
if it is not located in a section or sec- 
tions of the country capable of pro- 
ducing traffic on a materially increas- 
ing scale. It will be easier to compre- 
hend the outstanding results of Chesa- 
peake & Ohio and Norfolk & Western 
in 1931 if we first apply the requisites 
just given to several of the largest and 
most successful railroad systems in the 
United States. 

First count upon your fingers for 
yourself the roads and systems that 
have given the best service to the pub- 
lic and made the largest returns for 
their security-holders, and still have 
kept in the strongest position financial- 
ly. You will find that all of them have 
been favorably located geographically 
for producing and getting traffic. 


Other Leaders 


Take the Atchison and Southern Pa- 
cific on the Pacific Coast and through 
the Southwest, Great Northern and 
Northern Pacific in the Northwest and 
Burlington and Union Pacific, which 
serve all the important territory in be- 
tween and west of Chicago. 


culture and business on a large scale. 
There is tremendous opportunity for 
further development in many lines in 
that section. 

Burlington and Union Pacific serve 
the widest and richest traffic producing 
territory of any of the highly success- 
ful railroad systems west of Chicago. 
Hale Holden, a former president of 
Burlington, said to me when announce- 
ment was made that F. E. Williamson, 
who was his successor in that position, 
had accepted the presidency of New 
York Central, “The Burlington is 
largely a finished product as a rail- 
road. It is a great old machine. If 
there is any traffic to be had it gets its 
full share and rolls up the earnings in 
a wonderful way. It is in the right 
section of the country.” 

Both Burlington and Union Pacific 
not only originate a great amount of 
traffic on their own lines, but have im- 
portant connections with other large 
trafic producing roads, from which 
they receive big additions to their own 
freight business. I recall at this mo- 
ment, that as we studied together com- 
parative results on the leading western 
railroads, the late Howard Elliott, then 
chairman of Northern Pacific, often 
called my attention to the fact that 
this was notably true of Union Pa- 
cific. When a railroad originates a lot 
of traffic in its own territory and gets 


the Metropolis of the United States. 

No railroad can succeed, particularly 
in the present period of keen competi- 
tion, unless the roadbed is well built, 
the rolling stock is up-to-date and both 
are well maintained, unless freight ter- 
minals are capable of handling traffic 
promptly and economically, and pas- 
senger terminals and stations are of 
such a character as to give good service 
to the travelling public. 

In the past not a few of the rail- 
roads of the United States have strug- 
gled under the burden of an extremely 
heavy capitalization. This was notably 
true of Erie for many years. Aggres- 
sive, as well as: conservative, manage- 
ment is absolutely essential to the suc- 
cess of a railroad these days. As al- 
ready indicated, physical property must 
be maintained at a high standard. This 
is necessary for the handling of the 
modern freight trains with 100 cars 
each as well as the palatial passenger 
trains with 15 to 20 cars. 

By way of summary. Here are the 
striking facts. All these big railroad 
systems to which reference has been 
made briefly have all the favorable and 
none of the unfavorable features men- 
tioned. Still not one of them earned 
their full dividend in 1931. But Chesa- 
peake & Ohio and Norfolk & Western 
did. How could this have been pos- 
sible? Everyone of those big systems 
has a widely diversified traf- 
fic. As already shown, this 





In the East, of course, New 





York Central and Pennsyl- 
vania stand out among the 
big systems. 

Atchison and Southern 
Pacific serve the Golden 
State, rich, not only in the 
yellow metal, but in practi- 
cally everything else that is 
produced out of or on top 
of the ground. Both these 
systems stretch through the 
equally productive and rich 
Southwest, Atchison coming 





Av. mileage op 

Capital stock 

Long term debt 

Ry. op. revs. (11 mos.). 
Net income (11 mos.).. 


Earned per com. shr. 
(11 mos.) 
Est. per com. sh. (full yr.) 


Norfolk & Western 


1980 
2,240 
$163,640,600 
111,995,532 
93,526,128 
29,089,795 


1931 
2,282 
$163,640,600 
111,995,532 
78,957,068 
19,683,587 


20.08 


21.96 (Actual) 


is not true of either of the 
two roads directly under con- 
sideration in this article. 
They are pre-eminently what 
they are commonly called, 
“Bituminous roads.” 

But they have all the other 
requisites for a successful 
railroad. Without wide di- 
versification, and by carry- 
ing freight trafic made up 
of approximately 80% of 
bituminous coal, they did 














what none of the other roads 





onto Chicago. Southern Pa- 
cific may get there some day. 
It will be in St. Louis soon if the 
IC. C. gives it St. Louis Southwest- 
em. 

Great Northern and Northern Pa- 
cific with numerous feeders reach all 
the way from the Twin Cities to the 
Pacific Coast. James J. Hill used to 
sy to the writer when in New York, 
Remember, we, in the Northwest, car- 
ty only what is raised in the soil, and 
therefore, cannot have such periods of 
depression as the railroads in the chief 
industrial areas of the country experi- 
ence.” Of course, both systems, even 
then, —2 5 and more years ago—were 
‘attying many other commodities. The 
tumber and quantity have greatly in- 
creased with the diversification -of .agri- 
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a lot more from its connections it is 
largely a question of management to 
convert it all into satisfactory earn- 
ings. 

As to the strikingly successful rail- 
roads in the East in the past 25 years 
and much longer, it is only necessary 
to suggest that the lines of New York 
Central and Pennsylvania serve areas 
in which pretty much everything is 
produced. What is not produced in 
those areas, these two big systems get 
from their connections at Chicago, St. 
Louis, Cincinnati and other central 
western points. Don’t forget that both 
of these outstanding eastern systems 
come to New York, the leading harbor 


..on..the., Atlantic Seaboard as. well .as 


were able to do, more than 
earned their common dividend last 
year, and, what is more important, 
promise to continue to do so. For 
these reasons: 


How They Do It 


Both are favorably located for their 
chief business, the handling of bitumi- 
nous coal. They serve the rich pro- 
ducing fields of West Virginia and 
Kentucky. They have well constructed 
and maintained physical properties, 
valuable terminals on the Atlantic Sea- 
board. They also have important dis- 
tributing centers in the large cities of 
the Central West, not to mention the 

(Please turn to page 434) 
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CONSOLIDATED GAS OF BALTIMORE 








Over a Century of Growth Behind 
It and Not Through Yet 


Conservatively Managed but Progressive 
Electric and Gas Compay in Strong Position 


ONSOLIDATED Gas, Electric 
C Light & Power Co. of Baltimore 
has the reputation of being one 
of the most conservative public utility 
organizations in the country. Its past 
record, and particularly its showing in 
the past two years, during a period 
when general business was declining 
sharply, indicate beyond a doubt that 
this reputation is well deserved. As a 
result of its sound development and 
management, and reflecting the inher- 
ent economic strength of the territory 
in which it operates, the company has 
actually been reporting greater operat- 
ing income in 1931 than in 1930. 
Perhaps less well known than many 
of the larger and more popular public 
ufility operating company systems, 
Consolidated Gas of Baltimore, as the 
company is generally known, is never- 
theless one of the most progressive and 
successful enterprises 


By Russet TayTE 


effective in attracting many industrial 
enterprises to its territory. The bene- 
fits of the company’s progress have been 
consistently shared with the customers 
in the form of lower rates and better 
service, and with the shareholders in 
increased dividends. 


Countries Oldest Utility 


Consolidated Gas of Baltimore has 
the distinction of being the first com- 
pany to be granted a franchise in this 
country. The original franchise was 
granted 116 years ago to The Gas 
Light Co. of Baltimore under whose 
charter rights, supplemented and ex- 
tended, the present company operates. 
The electric operations of the company 
became part of the present organiza- 
tion in 1906, but original development 
began in the pioneer days of electricity. 


The company serves the city of Bal- 
timore with its entire requirements for 
gas and electrity under unlimited fran: 
chises and without competition. Op: 
erations also extend well into surround 
ing territory. The area comprises a 
compact territory ideal from the view 
point of utility operations. Baltimore 
City alone is 92 square miles in area, 
but the total covered by electric serv: 
ice of the company is 1,600 square 
miles, with a population of 1,050,000. 

Baltimore ranks as the second largest 
port on the Atlantic Coast in tonnage 
handled. The port has available 127 
miles of deep water frontage of which 
45 miles is fully developed. Excellent 
transportation facilities for domestic 
and foreign markets afe available. 


The importance of Baltimore's econ § 


omic advantages is confirmed each 
year by the location of additional 
industries in its ter 





ritory. Incidentally, 





of its kind in the 
country. 

The keynote of the 
management's policy 
has been co-operation 
with the consumer 
from the viewpoint 
of rendering the vari- 
ous types of services 
at the lowest possible 
cost, thereby aiding 
to increase the amount 
of the company’s bus- 
iness and its earnings, 
and at the same time 
giving the consumer 
efficient and low cost 
service The com 
pany’s policy has been 
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Gross operating revenues. 
Operating expenses and taxes... 


Depreciation 

Net operating revenue 
Net to common stock 
Earned per share 


Electricity sold (kw.-hrs,)...... 
Gas sold (M ou. ft.)........... 
Electric customers 

Gas customers 


Three Years with Consolidated Gas of Baltimore 


1930 
$28,582,423 
17,224,137 
2,074,525 
9,263,761 
6,152,358 
5.42 


1929 
$28,017,828 
16,202,118 
1,984,341 
9,832,419 
6,582,468 
6.44 , 


830,563,939 
12,203,883 
221,567 
198,879 


814,194,456 
12,161,852 
214,640 
196.515 


N.F.—Figures not available 


nearly all of these be: 
come users of gas and 
electric services fur 
nished by Consdli 
dated Gas Co. of Bal: 
timore. 

The growth of Bal: 
timore has been steady 
for many years, and 
although the current 
period of business de 
pression has no doubt 
N.F. witnessed a_ slacken 
N.F. ing of this pace a de 
N.F velopment even mor 
rapid is anticipat 
over the next decade 
when progress agit 


11 Months 
Ended 
Nov. 30, 1931 
$25,949,843 


17,237,635 


8,712,208 
5,448,100 
4.67 


N.F. 
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assumes its normal pace. Indicative of 
its past growth, industrial output in- 
creased 275% in the two decades, pay- 
rolls trebled, the tonnage of the port 
doubled, and the population gained 
more than 50%. 

The company is predominantly an 
electric system, this service alone pro- 
ducing about 64% of the total gross 
revenues. The proportion derived 
from gas is about 33%, and the re- 
mainder from miscellaneous services 
such as steam and cold storage. Steam 
is supplied for heating to the cen- 
tral business district of Baltimore 
and for certain manufacturing opera- 
tions. 

Both the electric and gas branches 
of the company’s business have shown 
rapid and consistent expansion for 
many years partly as a result of the 
steady increase in the use. of these 
services by the average individual 
customers, to the 


Corp. The first generator of this de- 
velopment went into operation in De- 
cember, 1931. It is expected that four 
of the original six units (aggregate ca- 
pacity 255,000 horsepower) will be in 
operation sometime during 1932. The 
ultimate capacity will be about 500,- 
000 horsepower. 


Rates Reduced Steadily 


The policy of the management to 
reduce rates for its services from time 
to time as conditions warrant has built 
up for the company an element of 
good will possessed by few utilities to 
the same extent. Experience has shown 
that rate reductions have only a tem- 
porary effect in lowering the company’s 
earnings, because consumption after a 
reasonable period increases to a point 
where revenues are greater than before 
the reduction was made. Special low 


widespread use of electrical equipment 
and appliances. 

The rates charged for gas in Balti- 
more are also unusually low, the aver- 
age price received for all gas sold in 
1930, for instance, being 76.4 cents per 
thousand cubic feet. About 70% of 
the gas is used for residential purposes. 
In this field the company is making 
special efforts toward encouraging the 
installation of gas fired furnaces. In 
1930 there were installed 887 central 
gas heating furnaces, a gain of 40% in 
number, and bringing the total in use 
at the end of the year to 3,109. Gas 
is an ideal fuel for home heating. It 
is a branch which presents very attrac- 
tive possibilities over the next few 
years for the gas companies. 

Two other developments hold con- 
siderable significance for the future in 
the gas division. The company in 
the past three years has been enlarg- 

ing the territory to 





growth in the number 
of customers served 
as the population in 
its territory increased, 
and also to the exten- 
sion of the company’s 
electric and gas lines 
into outlying and 
tural districts. The 
less favorable busi- 
ness conditions pre- 
vailing in 1930 and 





somewhat the usual 
rapid increase which 
characterized the elec- 
tric operations. Pri- 
marily, the industrial 
load was affected. 


‘Domestic takings, in- 


deed, have been gain- 

ing even more rapidly than before. 
Gas consumption for industrial uses 
likewise was lower. 


Hydro and Steam 


The company’s electric power sup- 
ply originates in a scientifically co- 
ordinated system combining hydro- 
electric output with. that generated in 
economical coal burning plants lo- 
cated at tidewater. The electric gen- 
erating plant owned by the company 
has a total capacity of 346,000 horse- 
Power, but in addition there is avail- 
able through a long-term contract with 
Pennsylvania Water & Power Co. a 
capacity of more than 100,000 horse- 
Power trom the latter’s Susquehanna 
Wer development at Holtwood, Pa. 
As this plant has reached its capacity, 
two companies joined to build a 
new hydro development about eight 
es above Holtwood by financing in 
part the Safe Harbor. Water . Power 


for JANUARY 23, 1932 





Westport Electric Generating Station 


promotional rates are now in effect for 
domestic service which have been in- 
strumental in materially increasing con- 
sumption. 

Illustrative of how this has worked 


. Out over a period of years a few figures ; 


may be given. In 1919, when the av- 
erage rate per kilowatt-hour was 7.33 
cents, the consumption per customer 
was 391 kilowatt-hours per year, pro- 
ducing total revenue of $28.65 per 
customer. By 1929 the average rate 
had been brought down to 5.33 cents 
per kilowatt-hour, but consumption 
had increased to 585 kilowatt-hours 
per year producing $31.21 revenue per 
customer. 

On November 1, 1929, another. rate 
reduction was put through. The av- 
erage rate in 1930 was 4.81 cents but 
consumption per customer gained to 
635 kilowatt-hours, and revenue for 
the year amounted to $30.52. The 
reason. for the:rapid. gain in consump- 
tion ‘is-that lower rates stimulate the 


which it supplies gas 
by constructing high 
pressure gas mains to 
residential communi- 
ties adjacent to Bal- 
timore. And through 
the possibility of 
bringing large sup- 
plies of natural gas to 
Baltimore, even lower 
rates may be inaugu- 
rated which will 





definitely establish 
gas aS a very eco- 
nomic fuel. On 


September 3, 1931, a 
subsidiary was organ- 
ized, Maryland 
Counties Gas Co., 
which will build lines 
to connect with those 
of the Maryland Gas Transmission 
Co., controlled by Columbia Gas & 
Electric Corp., which has pipe line 
connections with the natural gas fields 
in West Virginia and Ohio. 


Sustained Revenue 


Consolidated Gas of Baltimore re- 
ported gross revenues of $25,949,843 
for the eleven months ended November 
30, 1931, a slight increase over the 
corresponding months of 1930 when 
$25,945,313 was reported. By a pro- 
gram of rigid economy in all depart- 
ments, operating expenses were low- 
ered, and operating income after the 
deduction of these expenses, taxes and 
depreciation amounted to $8,712,208 
in the 1931 period against $8,463,501 
in the preceding year. A small de- 
cline occurred in ‘other income” while 
fixed charges: were somewhat higher 
The net income:remaining for the com- 

(Please ‘turn'to page 436) 
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Chemicals to Lead Industrial 
Advance 


Great Diversity of Market Places Leading 
Companies in Strong Position — Stocks to 
Buy in Early Recovery Phase of Business 


forward one. It is this: Given 

a depression how can the investor 

best profit from the subsequent im- 
provement? 

It is a fair assumption of course that 
things economic are to be better 
eventually, even though the timing 
of the change be a matter of some 
doubt. In the past, prosperity has 
succeeded depression as regularly as 
clockwork and no one can seriously 
contend that this is to be the final 
exception resulting in the downfall 
of civilization. 

The acknowledgment of even- 
tual improvement, however, is not 
sufficient in itself to be profitable. 
Definite action must be taken. And 
any plan must take into consideration 
the risks which are inevitable when the 
chances of profit are large. 

It is useless, if seeking the full bene- 
fits from securities bought in de- 
pression, to buy depression-proofs, even 
admitting that there are companies 
which ride out periods of business 
lethargy with profits unimpaired. One 
can commit oneself, however, to an 
industry which is certain to reflect 
improvement, no matter where it mani- 
fests itself, and to a particular en- 
terprise which is certain to survive 
though the clouds grow even darker 
than they are at the moment. This is 
a particularly important point, for after 
all it is the height of futility to bet on 
a horse which fails to start. 

Investigation reveals the chemical in- 
dustry to meet these requirements re- 
markably well. As an industry it 
might be visualized as a cross section of 
all others for there are few in which 
it does not participate directly or in- 
directly. Herein lies strength as well 
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Te question is a perfectly straight- 


By Henry RicHMonp, Jr. 


as sensitivity to the general trend of 
business. It is dynamic and unbeliev- 
ably diverse. Moreover, it numbers 
among its members companies which 
meet the necessarily high financial 
standards of the times. 
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Even the most superficial attempt to 
trace the part which chemicals play in 
modern life will show that they really 
dominate it. Chemicals influence 
almost everything we use—the houses 
in which we live, the clothes we wear, 
the very food we eat. Take even the 
most unlikely article and chemistry will 
be found to have had a hand—and 
often an important one—in making it 
that which it is. 


To Profit By Revival 


Or, looking at it the other way, take 
one chemical, sulphuric acid, and its 
uses will astound one. Indeed, it has 
often been said that the amount of sul- 
phuric acid used by a nation acts as a 
measure of its civilization. Almost any 
improvement in business, anywhere, 
will result in an increased consumption 
of this product which will react to the 
benefit of such companies as the Allied 
Chemical & Dye Corp., and E. I. du 
Pont de Nemours & Co. It would also 


favorably affect our two principal sul 
phur companies, Texas Gulf Sulphur 
and Freeport Texas, for the greater 
part of their production goes into the 
manufacture of this acid. 
It will perhaps be profitable to note 
one or two other instances in which 
the chemical industry clearly reveals 
its basic character. It is generally 
admitted that the deplorable condi 
tion of agriculture is one of the 
sorest spots in the present depression 
and on this basis ought to be that 
much nearer to showing improve’ 
ment. When the betterment occurs, 
particularly in cotton, there will 
naturally be an increased demand 
for fertilizer which would be to the 
advantage of such companies as 
Allied Chemical and du Pont, producers 
of synthetic nitrates from the air, and 
also Mathieson Alkali and American 
Cyanamid. The first named would bk 
especially benefited, for it has invested 
in recent years immense sums of money 
in a plant at Hopewell, Virginia. Un 
fortunately soon after the first unit 
commenced operations in 1929, follow 
ing expensive research work covering 
many years, a worldwide nitrate wat 
was precipitated. The synthetic prod 
uct was being extensively over-pfo 
duced in Europe, while the natural 
nitrate of Chile began forceful attempts 
to regain some part of lost markets 
The whole situation has been further 
complicated by tariffs and rationing 
schemes. 

The ‘chemical industry and the vat" 
ous metal industries are very closely 
allied and they react one upon the 
other. In the manufacture of steel, 
for example, the hand of the chemi 
is seen in the acid pickling bath. It 
also behind many of those plating 
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processes which give us those shiny, 
lasting metal finishes so widely used. 

On the other hand, the discovery of 
new chemical processes has resulted in 
many technical developments. They 
have called for stronger and lighter 
metals and have been the principal 
reason for the introduction of many 
non-corrosive alloys. 

That alloys and chemicals are 
closely allied may be seen from the 
fact that the Union Carbide & 
Carbon Co. is an important pro- 
ducer of both. At the same time it 
shares with Air Reduction leader- 
ship in the field of metal cutting and 
welding apparatus, including the 
gases used in the process. A pick- 
up in construction of whatever kind, 
or even sufficient improvement in gen- 
eral business resulting in extensive re- 
vamping of present industrial plants, 
would immediately increase the de- 
mand for these gases and apparatus. 

Perhaps chemistry’s far-reaching arm 
can best be realized from the consumer 
standpoint. Suppose an increase in 
employment anywhere, for any rea- 
sn. The purchasing power so created 
will immediately be felt by retailers, 
particularly those selling wearing ap- 
parel. Yet, nothing in this field can 
be bought without aiding the chem- 
ial industry—not even a shirt or a 
pir of shoes. The shirting was 
bleached and laundered by chemicals. 
It was dyed by chemicals. Perhaps a 
chemical filler was used to make the 
cloth look substantial. As for the pair 
of shoes, how could the leather have 
ben tanned without 


the immensely successful Duco, du- 
Pont’s quick-drying enamel so widely 
used for automobile finishes. Incident- 
ally it might be noted that the solvent 
used in this particular case has contrib- 
uted mightily to the business of Com- 
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mercial Solvents Corp. but no longer 
will this trade be uncontested, for Union 
Carbide & Carbon Corp. has entered 
the lists and now contends for it with a 
butyl alcohol solvent base produced by 
a process not covered by Commercial 
Solvents’ patents. 


Specialties Important 


In the field of the many new plastics 
we come to the cross roads where the 
chemical industry no longer acts as a 
source of raw material for others but 
becomes an end unto itself. This field 
is especially important at the present 
time for it assures a certain earning 
power regardless of general industrial 
activity. 

There are any number of products 
in this class ranging from electric in- 


commenced to make synthetic rubber. 

There is also Union Carbide’s Vinylite, 

a plastic resin. Other examples of 

chemical products which are an end 

unto themselves are the rayon and ex- 

plosives made by the duPont company 
and Allied Chemical’s roofing and 
road building materials. 

Despite the extremely limited 
sketch which has been given, it will 
be seen that the chemical industry is 
indeed ideal for investment toward 
the close of depression in anticipation 
of general business improvement. It 
has been sufficiently hard hit so that 
little if any of the general deflation- 
ary movement has been escaped, 
while at the same time none of our 
important companies have been 

struck a blow severe enough to give 
rise to anxiety as to their ultimate sur- 
vival and recovery. 

From the point of view of the indi- 
vidual investor, however, the situation 
is not quite so clear cut. He is con- 
fronted with a wealth of material from 
which to make a selection and the choice 
is to be made at a time when even the 
most optimistic of us acknowledge un- 
certainties in the near-term outlook. 
He will be, however, much better able 
to arrive at a satisfactory answer if 
past record and present financial posi- 
tion are taken into consideration. 
Moreover, it will perhaps be possible to 
eliminate a number of companies by 
virtue of the fact that their activities 
are more or less duplicated in others. 

Let us start with the manufacturers 
of heavy industrial chemicals, for it is 

in this field that the 





the use of chemicals? 
In this particular 
instance the greater 
demand for shirts 
might be expected to 
tun back through 
wholesaler and tailor 
to the cloth mill, and 
the latter might log- 
itlly be expected to 
order more dye either 
fom the Allied 
Chemical & Dye 
Corp. or from the du- 
Pont company, while 
to Mathieson Alkali 
Works might easily 
g0 an order for chlo- 
tne bleach and alka- 
es, 

So far nothing has 

N said of the sol- 
vent division of the 
chemical industry. This has become 
vastly important in late years and there 
#e now available a tremendously wide 
Variety of paints, varnishes, enamels 
ind lacquers. An excellent example 
of what has been done in this field is 
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greatest reflection of 
business improvement 
will take place. Of 
these, Allied Chemi- 
cal & Dye Corp., E. 
I. duPont de Nemours 
& Co., American 
Cyanamid and_ the 
Mathieson Alkali 
Works, Inc., are the 
most important from 
the standpoint of se- 
curity interest. Mon- 
santo Chemical 
Works has a heavy 
chemical division but 
it is of course small 
compared with the 
others. There could 
also perhaps be in- 











Few Men Operate Huge Equipment 


sulators to the transparent colored han- 
dle on milady’s umbrella. duPont’s 
cellophane is really one of them. In 
addition the same company manufac- 
tures coated fabrics of many kinds, syn- 
thetic leather, silk and has recently 


cluded in here the sul- 
phur companies, al- 
though these are more 
in the nature of raw material producers 
for the chemical industry. 

Despite the fact that all these com- 
panies are producers of heavy chemi- 
cals, to duPont and Monsanto this is 
not the most important interest and 
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the question naturally arises as to the 
benefits to be derived from diversifica- 
tion. 

With almost no diversification out- 
side of its own strictly defined field, 
Allied Chemical nevertheless has been 
a remarkably successful enterprise. 
For example the company’s net income 
jumped from $8,420,000 in 1921 to 
more than $30,000,000 in 1929. There 
was, however, some recession in 1930 
and, although the company publishes 
no interim reports so that it is impos- 
sible to closely gauge 1931 results yet, 
there is every reason to believe that it 
will make a poor showing compared 
even with 1930. 

It must be remembered, however, 
that Allied Chemical is among the 
few really successful companies 
whose stock has never been split up 
and the stock which can be bought 
to day around $70 a share is the 
same, except for insignificant dilu- 
tion brought about by stock divi- 
dends, that was outstanding in 1921. 

In the meantime the company’s 
earnings have been more than $80,- 
000,000 greater than dividend pay- 
ments, in addition to which tremen- 
dous reserves have been set up. 
Even in 1921 some one paid as much 
as $5914 a share for the issue. Allied 
Chemical enjoys the advantage of a 
strong financial position. While there 
may have been moderate impairment 
last year, it is worth noting that at the 
end of 1930 the company possessed 
current assets in excess of $155,000,- 
000, by far the greater part of which 
was in cash or marketable securities. 
At the same date current liabilities 
totaled only $12,000,000. 

The smaller but aggressive competi- 
tor of Allied, Mathieson Alkali Works, 
has also done well. From a deficit in 
1921 net income jumped to a peak of 
$2,324,276 in 1929. Since that time, 
however, earnings have suffered se- 
verely and it is thought that the com- 
pany failed to earn the $2 dividend 
on its common stock for last year. 
Financially the company is strong but 
does not possess so great a working 
capital as Allied. Current assets totaled 
$3,284,000 at the end of 1930, while 
current liabilities were slightly in excess 
of $1,000,000. From a competitive 
standpoint the company has a difficult 
time before it, but its capable manage- 
ment will undoubtedly pilot it back to 
a favorable earning position. 


The Diversified Leader 


Even the record of the Allied Chemi- 
cal & Dye Corp., however, is no better 
than that of E. I. duPont de Nemours 
& Co., which possibly has the greatest 
variety of interests of any company in 
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the world. In addition to the numerous 
chemicals and chemical specialties pro- 
duced by the company, it controls some 
23% of the common stock-of General 
Motors Corp. In effect, this roughly 
means that when purchasing a share 
of duPont a share of General Motors 
is included. 

The investment in the big motor 
company has contributed in no small 
measure to the great growth in du- 
Pont’s net income. This item increased 
from less than $6,000,000 in 1921 to 
more than $78,000,000 in 1929. In 
the last two years, however, despite no 
reduction in the income received from 
General Motors, the company’s own 
business receded sufficiently to make a 
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material difference in net income. 

Nevertheless, in the case of duPont 
it cannot be too strongly stressed that 
the company’s specialties assure some 
income regardless of general business 
conditions. It is such great diversity 
of interests that Allied Chemical lacks 
and the extra insurance would appear 
to give duPont slightly greater desira- 
bility at the present time. Moreover, 
this opinion is made no less strong by 


reason of the fact that Allied Chemi- 


cal’s extraordinarily favorable financial 
position is duplicated in the other. As 
of June 30, 1931, duPont reported 
current assets, not including holdings 
in General Motors, of $123,500,000, 
whereas current liabilities were only 
slightly in excess of $8,000,000. 

Despite the fact that Monsanto 
Chemical Works is a producer of 
heavy chemicals, no attempt will be 
made to compare it with the others, 
for it is not really in the same class. 
It is primarily a producer of fine and 
medicinal chemicals and in this respect 
is one of the most important enter- 
prises in the country. This is a sta- 
bilizing influence in depression, for 
output in the “fine” division has fallen 
to a much smaller extent than that 
catering to industry. 

From an investor’s standpoint the 
common stock of Monsanto Chemical 
Works is attractive for reasons other 
than those which make, for example, 
duPont attractive. In the first place 
the company is comparatively small 
and it is undoubtedly true, other things 


being equal, that the prospects for ex. 
pansion in this class are greater than 
when the company is a giant. As it is 
always in expansion that the greatest 
profits accrue to a common stock this 
is an advantage which must not be for. 
gotten. 

In the second place the company has 
succeeded in coping with the marked 
recession in general business as can be 
seen from the earnings record. For 
1930 earnings dropped to $1.73 a com- 
mon share, compared with $4.25 in 
the previous year. For the first nine 
months of last year, however, there 
was a jump to $2.40 a share which 
was about 30% more than the $1.91 
shown in the corresponding previous 

period. It is estimated that earn- 
ings for the full year 1931 were 
slightly less than $3 a share—prob- 
ably a better relative showing than 
that made by any company in the 
industry. 

Turning to our other principal 
chemical companies, it will be found 
that while they too cater to indus- 
try, their activities fall into a dif- 
ferent category from that of the com- 
panies already discussed. There is the 
Air Reduction Co., Inc., which is 

mainly engaged in the production of 
oxygen, acetylene and oxy-acetylene 
welding and cutting apparatus; Com- 
mercial Solvents Corp., whose princi- 
pal products are butyl alcohol, ethyl 
alcohol, synthetic wood alcohol and 
butyl acetate, all of which are esteemed 
by manufacturers of paint, film, tex- 
tiles and chemical specialties;. U. S. 
Industrial Alcohol, the most important 
producer of ethyl alcohol in the coun- 
try; and finally the Union Carbide & 
Carbon Corp., which while not a com: 
petitor of the duPont company almost 
rivals the latter in diversity of in 
terests. 


Air Reduction 


The first of these, Air Reduction 
Co., Inc., has been a profitable enter- 
prise from its inception in 1915. Net 
income for 1929, the banner year, was 
more than ten times that reported for 
1921. As has proved customary in the 
chemical industry, however, the com: 
pany’s profits dropped sharply in the 
past two years and it is estimated that 
earnings per share for the past year 
will be only some 60% of those re 
ported in 1929. Nevertheless, even 
this showing will be better than that 
of many companies in the industry. 

Taking into consideration the fact 
that Air Reduction is not particularly 
large, its financial position is very satis 
factory. At the end of the year 1930, 
current assets totaled $18,500,000, 
whereas current liabilities aggregate 
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only slightly in excess of $2,000,000. 

Diversification is attained through 
the ownership of some 60,000 shares of 
U. S. Industrial Alcohol and a 60% 
interest in the Pure Carbonic Co., the 
latter being the second largest concern 
in its own field. Looking at it from 
every angle, it would seem that Air 
Reduction might well be considered 
for inclusion in our list. No great 
improvement can be expected of 
course in the company’s currently 
restricted business until after bet- 
terment in general business. This, 
however, is not the point, for we 
are engaged in selecting issues which 
will reflect quickly and substantially 
the death of depression, rather than 
those which might be expected to 
steer an independent course to pros: 
perity. Air Reduction will reflect any 
change for the better and in the mean- 
time its earnings are unlikely to cause 
a stockholder undue anxiety. 

There is no better example of a 
chemical company supplying the raw 
material wants of general industry than 
the Commercial Solvents Corp. Few 
of its products are useful in themselves. 
They have, however, revolutionized the 
paint, varnish and lacquer industries; 
perhaps even the automobile industry, 
for if it had not been for Duco which 
uses the company’s principal product 
asa solvent, automobile production 
would be much slower. The com- 
pany’s earnings record virtually reflects 
the popularization of this machine, hav- 
ing risen from an insignificant sum in 
1921 to $3,700,000 in 1929. 

Although Commercial Solvents has 
lately taken concrete steps to diversify 
its production, competition in its 
original and most important product 
is an accomplished fact, which is 
naturally somewhat disquieting. That 
the fear is not without basis can be 
seen from the fact that the price of 
butyl alcohol and butyl acetate recently 
dropped sharply on Union Carbide’s 


advertisement offering these products. 

The other member of the solvent di- 
vision of the chemical industry which 
still remains to be mentioned is the 
U. §S. Industrial Alcohol Co. In this 
case, the principal product, ethyl al- 
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cohol, is widely used as an anti-freeze 
for automobiles during the winter. 
It is also emloyed in the manufac- 
ture of lacquers, varnishes, soap, drugs, 
artificial silk and other chemicals. 
Through a subsidiary the company’s 
interests have been extended even fur- 
ther afield. 

By the very nature of the business 
U. §. Industrial Alcohol suffers a 
grave disadvantage. Sugar molasses, 
the principal raw material, must be 
contracted for seasonally. This is 
equivalent to carrying large stocks and, 
as manufacturing and other expense 
is practically stationary, it follows that 
should there be a sharp drop in price 
between the time of contracting for the 
molasses and the sale of the alcohol, a 
large loss is faced. This is exactly 
what happened in 1930 and the com- 
pany charged off against inventories 
the sum of $3,000,000, which resulted 
in a deficit for the period. In all fair- 
ness, however, it should be pointed out 
that in the eight years prior to this one 
earnings were substantial, albeit some- 
what erratic. 

In weighing the merits of either 
Commercial Solvents or United States 
Industrial Alcohol from an investor’s 


standpoint consideration must be given 

to the fact that it is possible to obtain 

an interest in the main activities of 

both through one company—Union 

Carbide & Carbon Corp. In the same 

way that the latter’s synthetic products 
have commenced to compete with 
Commercial Solvents so have they 
entered the market against the ethyl 
alcohol of U. S. Industrial Alcohol. 
True, as yet this competition is lit- 
tle more than a threat, but in the 
event that it should develop into a 
serious war it is worth noting that 
Union Carbide has other activities 
to fall back upon to a much greater 
extent than either of the two solvent 
companies. 

Here, under one management is 
an extraordinary diversity of produc- 
tion. In addition to the solvents al- 
ready mentioned Union Carbide manu- 
factures other chemicals. It competes 
with Air Reduction in the production 
of oxygen, acetylene and oxy-acetylene 
welding and cutting apparatus; it is a 
manufacturer of carbon products of all 
kinds, of metal alloys and graphite 
products; it is well known to the pub- 
lic through its “Eveready” lamps and 
batteries; while finally it has large raw 
material resources and investments. 

Union Carbide’s earnings record is 
excellent and the recent recession is no 
more than could be expected under the 
circumstances. It is true that results 
of $1.54 a share for the first nine 
months of last year cast some doubts on 
the maintenance of the present divi- 
dend of $2.60. But a reduction to 
conform to the lower level of earnings 
has already been discounted, at least 
for the most part, in the present price 
of the stock. Moreover, the company’s 
financial position is notably strong. At 
the end of 1930, current assets 
amounted to more than $110,000,000, 
whereas current liabilities totaled $14,- 
400,000. It should also be noted that 

(Please turn to page 429) 








Earnings Record of Leading Chemical Companies 


Per share earnings 
————— - ea 


1931 

$3,383 9 mos. 
6,00 E 

0,22 

0.70 9 mos. 
3.34 9 mos. 
3.10 E 

1.43 9 mos, 
2.90 E 

2.64 9 mos, 
1.54 9 mos, 
NilE 





1926 
$3.63 
9.79 
8.74 
0.69 
3.99 
248A 
2.56 
1,84 
8.69 
3,03 
8.45 
E—Estimated. 


Name of Company > 
1930 


$6.32 
9.77 
1.87 
1.07 
4.52 
4.28 
2.96 
1.71 


1929 
$7.75 
12.60 

1.44 
1.45 
6.99 
5.60 A 
3.31 
4.25 
6.40 5.50 
3.94 3.12 
12.63 Nil 


1928 
$4.61 
11,12 

3,51 
1,22 
5.97 
4.49 A 
3.26 
3.76 
5.72 


1927 
$3.58 
10.03 

2.91 
0.84 
4.41 
5.12 A 
2.82 
3.05 
4.76 
3.18 3.72 
7.01 11,81 

t Fiscal year ends June 30. 


1925 
$3.33 
8.18 
2.60 
0.42 
2.14 
1.03 A 
2.19 
1.80 
2.24 


1924 
$2.82 
7.25 


Air Reduction 
Allied Chemical & Dye ...............+- 
American Cyanamidt - 
0.56 
1,27 
Nil A 
1.44 
1,34 
1.89 
2.10 2.61 
10.32 6.77 
A—Year ended Nov. 80. 


Commercial Solvents 
du Pont de Nemours 


Freeport Texas 





Texas Gulf Sulphur 
Union Carbide & Carbon .. 
U. 8. Industrial Aleoho! .. 
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JOHNS-MANVILLE CORP. 





Rapid Recovery of Asbestos King 
Waits Only on Building 


Company in Strong Financial Position and a Leader 
Among Companies Associated with Construction Industry 


quite like asbestos and it would 

seem that the value of this curi- 
ous rock which can be spun, woven 
and molded might have been recog- 
nized more fully by the ancients. Yet, 
this is not the case, despite the fact 
that the Vestal Virgins of Plutarch’s 
time were described as using in- 
destructible wicks in their lamps which 
undoubtedly were made from this ma- 
terial. By far-the greater part of the 
Nineteenth Century had passed before 
the peculiar properties of asbestos be- 
came commercially valuable, and that 
they did so is owing in no small meas- 
ure to the unremitting research carried 
out by the predecessors of the present 
Johns-Manville Corp. 

Asbestos is quite widely distributed 
throughout the world, although as yet 
the principal source is Canada and it 
is from a mine in Quebec that Johns 
Manville obtains raw material. The 
mineral: is of crystalline fibrous struc- 
ture and is to be found in a number 
of varieties, only some of 


[rave is nothing in the world 


By J. C. Citrrorp 


corporation and it- continued as such 
until some five years ago when the 
present company, Johns- Manville 
Corp., was formed under the laws of 
New York to take over the enterprise. 

Owing to steady and consistent ex- 
pansion, the company is now unques- 
tionably the leading manufacturer of 
asbestos products. Today thousands of 
homes are protected by a Johns-Man- 
ville asbestos roof, or have utilized the 
company’s products for the insulation 
of heating equipment. Other lines in- 
clude flooring materials, brake lining 
for automobiles, products for the elec- 
trical industry and of course asbestos 
fabrics of many kinds. These have a 
variety of uses, the most spectacular of 
which is probably a fire-proof suit said 
to be highly valued by dynamiters o 
flaming oil wells. 


Sound Expansion 


In recent years the company’s ex- 
pansion has gone somewhat outside its 


able raw material deposits in Cali- 
fornia. The following year, Johns 
Manville acquired businesses manufac. 
turing rock wool and rock cork prod- 
ucts, roofing materials, decorative as 
phalt tile flooring and sound-absorbing 
interior finishes, together with any 
quarries or mines that they might have 
possessed. Again in 1930, the com 
pany’s interests in the sound-proofing 
field were expanded and it also added 
to holdings of asbestos mining proper: 
ties. 

Manufacturing operations are car’ 
ried out through eleven plants in the 
United States and one in Canada, all 
of which are well-equipped and are of 
course capable of handling a much 
larger volume of business than is avail- 
able at the moment. Distribution 
throughout the United States is cen 
tralized in a subsidiary, the Johns 
Manville Sales Corp., while foreign 
operations are concentrated in the 
hands of the Johns-Manville Inter 
national Corp. 

At the present time, 
top-heavy capitalization is 





which have a commercial 
use. It is incombustible, 
can be split into strands 
or carded and woven 
either by itself or in con- 
junction with brass or 
copper wire and makes an 
excellent insulating ma- 
terial. In addition it 
possesses important prop- 
erties in relation to sound. 

In 1901 a merger was 
arranged between the H. 
W. Johns Manufacturing 





JOHNS-MANVILLE 


Common Stock 


given as the reason for 
the extremely low prices 
at which many stocks are 
selling. It is contended 
that the epidemic of split 
ups and stock dividends 
in 1928 and 1929 was 
geared to boom busines 
and now that the boom 
has collapsed those com 
panies having vastly iv 
creased capitalizations are 
finding it almost impos 
sible to make a worth 











Co. and the Manville 
Covering Co. The for- 
mer dated from 1858 and the latter 
from 1880. In 1920 the name of the 
combination was changed from H. W. 
Johns-Manville Co. to Johns-Manville, 
Inc. During all these years the busi- 
ness had been a very profitable closed 
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own strictly defined field, although the 
new activities are very definitely allied 
to the old. In 1928, it acquired for 
cash the Celite Co., a manufacturer of 
high temperature filtration and insula- 
tion products and the owner of valu- 


while per-share showing 
This, however, cannot be said of 
Johns-Manville Corp. True, there 
was a considerable increase in capitali 
zation in 1926 when the public was 
permittéd to participate. But sinc 
that time no additional stock has been 
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issued, nor funded debt created. This 
is the more remarkable in view of the 
fact that the common sold for more 
than $240 a share in 1929. The stock 
which one can buy today for $21 is 
the old undiluted issue which was out- 
sanding prior to the boom and which 
except in the present depression was 
never quoted below $50 a share. 


There are 750,000 shares of this 
common stock and 75,000 shares of 
1% cumulative preferred stock of 
$100 par value outstanding. Johns- 
Manville Corp. has no funded debt 
and all the outstanding bonds of sub- 
diary companies were retired in 1929. 


Earnings Currently Lower 
Both net sales and operating income 


of the company or 
its predecessors in- 


residential construction. This division 
has been particularly hard hit by the 
depression. In the first place the cur- 
tailed purchasing power of the public 
has made it impossible for many people 
even though they desired homes to buy 
them. Indeed, many of those who 
own homes have been unable to carry 
out essential repairs. In the second 
place the financial dislocations of de- 
pression have made it difficult to ob- 
tain mortgage money while steadily 
declining prices have had their inevi- 
table psychological effects. No one 
likes to buy even a house for his own 
use when he knows that the price of 
houses in general is steadily falling. 
The year 1928 was the last period 
of more than normal activity in resi- 
dential construction. In the following 


houses. Many families are “doubling- 
up,” which is to say that two families 
now occupy a building in the past con- 
sidered only sufficient for one. All 
this indicates a tremendous potential 
demand for homes and it would re- 
quire but a moderate improvement in 
general business, or even greater con- 
fidence in real estate values would 
probably be sufficient, to translate part 
of it at least into actual buying. 


It was with this object in view that 
President Hoover proposed a system of 
banks for the rediscounting of mort- 
gage paper. The plan would establish 
banks similar to the Federal Land 
Banks from which the home owner or 
prospective home owner could obtain 
funds in the same way that the farmer 
now obtains them. Even though it 

cannot be said with 
certainty whether 





creased steadily from 
1924 to 1929. At 
their peak earnings 
were equivalent to 
$8.09 per share of 
common stock. From 
here they receded to 
$3.66 in 1930 and 
for the first nine 
months of last year 
they were equal to 
only $1.08 a share 
compared with $3.40 
for the corresponding 
previous period. 
Despite the fact 
that the company re- 
ported a strong finan- 
cial position at the 
close of 1930, it was 
deemed wise in view 
of the slump in earn- 
ings to reduce the 
regular dividend on 
the common. The 
present basis is $1 a share annually 
against the $3 rate which had been in 
effect since formation. While no 
stockholder likes to see his dividends 
reduced, it would seem better when a 
cut is made that the new rate conform 
to existing earning power rather than 
be dependent upon a considerable in- 
crease in business. In the case of 
Johns-Manville this has been done and 
it is in marked contrast tv the policy 
of such leaders as United States Steel, 
Westinghouse, and others. It is be- 
cause the revised dividend rate on 
JohnsManville appears reasonably 
assured that the yield is less than 5% 
instead of the 10% or more so often 
en, which on the face of it indicates 
some doubt as to the future. 
hile Johns-Manville’s business is 
sxemingly quite well diversified, the 
company is essentially dependent upon 
the _ building industry—particularly 
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View of Asbestos Mine in Quebec 


year there was a very severe drop in 
both value and volume and this was 
repeated in 1930. During the past 
year no improvement took place, 
although there was naturally little 
further decline for the level of activity 
was already as low as it very well 
could be—more than 60% below the 
peak of 1928. 

As a result of conditions in the 
past three years, the country has not 
only offset any excess of construction 
which may have taken place in the five 
or six previous years, but is now es- 
timated to be as much as $2,000,000,- 
000 behind what may be considered 
normal requirements. This may seem 
curious in view of the large number 
of houses which are for sale, but it is 
easily understandable if it be remem- 
bered that the depression has deprived 
some people of the means and stifled 


the normal desire in others to buy 


such a scheme would 
really promote new 
home ownership on 
a sound basis, or 
whether it would 
merely transfer ex- 
isting frozen mortgage 
loans to the hands of 
yet another govern- 
ment sponsored in- 
stitution, it is at 
least official confirma- 
tion that there exists 
a demand for ad- 
ditional residences 
which needs but to be 
thawed out. This is 
an important point, 
and it is backed by a 
comprehensive survey 
of the whole situa- 
tion. 

But even though 
it be known that 
building possesses the 
capacity to pick up materially and that 
such increased activity will naturally 
react to the benefit of those catering 
to the industry, it is by no means out- 
side the realm of possibility that for 
one reason or another the improvement 
be quite long delayed. Let us suppose 
the worst. Then how will a company 
like Johns-Manville fare during a 
further extended period of lean times? 


Adjusted to Depression 


In this particular case adjustment to 
depression might seem to have been 
made rather slowly. This is partly 
because the company’s business has 
been more severely hit than many other 
lines and partly because the slump de- 
veloped just in the midst of a major 
expansion program. Even during 
times of prosperity there is inevitably 

(Please turn to page 430) 
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Market Indicators 














The Hard-hit Packers 


It is quite clear that the year which 
ended October 31, 1931, was a dis- 
astrous one for the meat packing in- 
dustry. In the case of Swift & Co. 
profits from operations were negligible, 
although the gain on the sale of cer- 
tain capital assets permitted the com- 
pany to make a fair showing. Cudahy 
also did well under the circumstances 
even though net for the year was 
nearly $1 a share under the regular 
dividend rate of $4. Wilson reported 
$8.89 a share on the preferred stock on 
which there are accumulated back divi- 
dends, while Armour & Co. reported 
a net loss of more than $17,000,000. 

The poor showing in each case can 
be mainly attributed to precipitous 
price declines resulting in large inven- 
tory losses. Side lines such as hides, 
fertilizers and canned goods were also 
unsatisfactory. The companies, how- 
ever, are in a strong position financially 
—in some instances the strongest in 
their history—the inventory situation 
is now a more healthy one, maniy 
economies have been effected and prices 
show signs of stability. All these fac- 
tors justify a somewhat more hopeful 





outlook, although in our opinion they 
hardly warrant new commitments. 
>. 


Bank Statements 


Last year’s epidemic of bank failures 
brought us much correspondence com- 
plaining of the lack of real meaning in 
the average bank statement. We 
agreed that there was room for im- 
provement and urged that pressure be 
brought to bear for greater details. 
That depositors be made wholly fa- 
miliar with the institution guarding 
their funds is not an outrageous re- 
quest. It is being done in at least one 
instance and we have before us the 
ideal statement of the United States 
Trust Co. of New York. The com- 
pany’s resources are fully explained. 
Its real estate holdings are shown to 
be the bank’s own building at 45 Wall 
Street, carried at the assessed valua- 
tion, and real estate first mortgages of 
which none are in default. Invest- 
ments are detailed as to each individual 
issue; the par value is given and the 
value at which each is carried on the 
books.’ The whole statement is re- 
markable for the confidence which it 





For Profit 








inspires and, although it is admitted 
that the United States Trust Co. with 
a capital of only $2,000,000 and hav. 
ing surplus and undivided profits of 
more than $27,000,000 is particularly 
able to follow such a procedure, there 
would seem to be no reason why other 
banks should not do likewise—perhaps 
not at the moment, but certainly as 
times become better. 
* * & 













Buy a Lucky Number, Sir? 





In Spain and throughout South and 
Central America the lottery is an in 
stitution. It is usually run by the gov 
ernment—honestly—and one cannot 
travel far along a street in any of these 
countries without being asked to buy a 
ticket. Here in the United States lot 
teries are illegal. Yet, anyone who 
wishes may buy a ticket in a first class 
United States lottery and be in no 
danger of trouble from the police. 

At the present time there are dozens 
of non-defaulted bonds selling for a 
few cents on the dollar. Many of the 
issues must be amortized periodically 
and this is done by drawing numbers 
just as in a lottery. Should one k 




















One-Line Analyses of Common Stocks in this Issue from The 
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IVIDENDS 
Company Ticker | List-| Rat- Business Fanded ss, Par = Record 
cea, ‘ayuda Ieee wan ing Rate |Payable| pate 
1| Air Reduction............... ADN | N Bl | Oxygen, commercial gases...... None 841,289 No 3.00 | g-1/15 | 12/31 
2! American Home ie. ook ae N rE ey ee eee ree None 611,000 No 4.20 | mo-lst | 15th 
3| Armour & Co. of . are AM N en ee eee 123,515,000 x et Ppa ee PRPs Gr: : 
4| Chesapeake & Shic anew exw co N ee en SET EET ERLE eee 230,453,200 7,651,679 25 2.50 | q-1/l 12/ , 
5| Consol. Gas & Elec. Balt.....| CGB | C | Al | Electric & gas utility........... 61,816,500 1,164,897 No 3.60 1/2 13/ . 
6| Continental Can............ CH N Bl ee ae ees one 1,732,545 No 2.50 | q-11/14 | 10/3 , 
7| du Pont de Nemours......... DD N | Bl | Heavy chemicals & explosives...| 1,500,000 11,065.710 20 4.00 | q-12/15 Ve 
8| Eastman Kodak............. EK N Bl | Photographic apparatus........ one 2'261,320 No 5.00*| q-1/2 rin 
9 nm. American Tank Car..... GT N Bl gue RE er re 17,558,000 811,647 No 4.00 | q-l1/l 12/ 
10 | Internat. Paper & Power ‘A’..| IPA N cl r & utility holding Miccacce 315,651,980 997,095 et Parry eee obi 
11} Johns-Manville.............. JMP | N | C2 i wheal products. ............ one 750,000 No 1.00 | g-1/16 tan 
12 | Loose-Wiles Biscuit.......... LO N BI a & biscuits............ 930,000 548.303 25 2.60*) g-11/1 10/ 
13 | May Dept. Stores........... MA N C2 | Department store............. 2,502,000 1,332,537 25 2.50 | q-12/1 
14| Monsanto Chemical. ........ MTC} N B2 | Diversified chemicals.......... 1,748,500 22,100 No 1.25¢) q-1/2 1 ‘ 
15] N.Y, N.H. & Hart. R.R..... Vv N D1 | New England carrier........... 255, 266. 450 1,571,186 100 1/1/|32 div.p aneera 
16} Norfolk & Western.......... NFK N D1 | Bituminous carrier............. 103,239,500 1,406,508 100 10.00*| q-12/19 Ys 
17 | Standard Brands............ SB N A2 | Food products. ............... None 12,641,227 No 1.20 | g-1/2 Via 
18! Union Carbide & Carbon..... UN N Bl | Chemicals & specialties......... 12,758,700 8,313, "816 No 2.60 | q-1/1 





























* Also extra payments. 


cash G—Ex-div. 10/31 H—Ex-di 











t—Also 144% — in stock, payable % of record 12/10; after this stock dividend all future payments wil be is 
12/4 


K—Ex-div. 12/24 
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below par, or purchases in the open least be interesting to know what hap- securities, whereas current liabilities 
a market. pens to all these tweezers. were only about $12,000,000. 
n ir * * #* exe * omer of the R. J. Reynolds 
> GOV" ‘ ‘ Tobacco Co. last year were favorably 
fd An Exceptional Business Rovneide Tebow influenced by a number of factors. 
these We are said to be in the midst of y These include the increase in whole- 
buy a a general depression. Yet, for some While some fear has been expressed sale cigarette prices effected last June 
s lot businesses, last year was the best ever as to the future of our large cigarette and a more vigorous advertising cam- 
who experienced. A curious case in point companies on account of the various paign. Owing to the fact that tobacco 
- class was brought to the writer’s attention proposals for increased taxation, it takes a year or two to process it is not 
n no only the other day. An acquaintance would seem obvious from the report thought that the extremely low prices 
e. asked to explain the nature of his so- of the Reynolds company that nothing at which this commodity is now sell- 
lozens exceptional business said that he was adverse in a concrete way has yet oc- ing had anything to do with the show- 
for a a manufacturer of tweezers. He makes curred. The earnings of this company ing. Such a benefit will come later . 
of the big ones, little ones and special ones, for 1931 completed a ten-year record and may play a part in offsetting the 
lically but all are essentially tweezers. He of uninterrupted increases. Net in- decreased consumption brought about 
mbers sells them by the hundred gross on come totaled $36,397,000, after in- by the higher prices which would re- 
ne be weekly orders to the big 5-and-10-cent terest, depreciation and federal taxes sult from additional taxation. 








The Stockholder 





and Income 


lucky enough to own a winning num- 
ber there is $1,000 waiting to redeem 
a bond which cost perhaps $300 or 
$400 the previous day. Moreover, the 
best part of this particular gamble is 
that the tickets do not become worth- 
less immediately after the drawing. In- 
deed, they will probably be worth as 
much—or as little, if you like—as ever. 
There is only one catch to the plan: 
make certain that the amortization re- 
quirements cannot be met by tenders 


store chains and his total output is in 
the neighborhood of 100,000,000 a 
year. While he is a specialist in the 
business, other companies manufacture 
them as a side line, so that he esti- 
mates at least 200,000,000 tweezers are 
made annually in the United States. 
This is not quite two each year for 
every man, woman and child in the 
country and, while it can hardly be 
considered as yet another instance of 
the Americans’ prodigality, it would at 














compared with $34,257,000 in 1930. 
These figures are equivalent to $3.63 
and $3.42 a share respectively, based 
in both cases on the combined 10,000,- 
000 shares of common and common B 
stock outstanding. 

Accompanying the earnings state- 
ment was a balance sheet showing an 
exceedingly strong financial position. 
Current assets amounted to over $140,- 
000,000, of which more than $35,000,- 
000 was in cash or U. S. Government 
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Complete 


Recent Analysis 





Interim 1930 


1931-2 Split-up 





Comment 


Low or Stk. Div. 
3:1 3/28 


1930 1931 Low 
5.02se9 | 3.33se9 pts, 





Full year 1931 net approx. $4.35 a share 
Well managed company; net income improving 
Full year 1931 income poorest in co’s. history 
Better earnings and outlook than for most roads 
Earnings stable; good dividend coverage 
General line business about 4% below last yrs. 


Net for last quarter of °31 likely over $1 share 
Policy of re-investing surplus strong feature 
Net in first 8 mos. of °31 sufficient for div. 
Demand heavily off; drastic decrease in net 
Building recession temporarily cuts net 

Good outlook for coming year earnings 
Volume sales up but dollar sales 5% under °30 
Year 1931 net approx. $2.90 a share 

Nov. net oper. income off 53% from Nov. °30 
Strong railroad; net maintained at high level 
Prices low but sales volume continues very good 
106 4 406 Earnings trend has declined recently; strong co. 
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Sromarlercracesom! 





2 








Bauhg| Bees 


w 
J 
> 






































ja—Year ended Jan. 31 jes—6 mos. ended June 30 se9—9 mos. ended Sept. 30. 


oc—Year ended October 31 


t—Unadjusted te present capitalization 
nvll—11 mos. ended Nov 30 d—Deficit 
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What French Gold Is Doing 
to the World 


A Reader Advances a New and Interesting 
Theory of the Depression and Its Causes 


‘By Frep O. Brap.ey 








Editor, READERS’ FoRUM: 


For months past nearly every economic authority has been wrong. And this has 
been the case, I believe, because there has been at work an influence outside the limits 
of normal economic theory, some arbitrary factor not taken into account. In the very 
brief contribution which I submit herewith, I suggest what this factor may be. At any 
rate the hypothesis here presented serves to explain more phases of the economic tragedy 
now taking place than any other six theories combined. It may be the correct explanation. 

Respectfully yours, 


Frep O. BRADLEY, Monrovia, Calif. 








which we are passing came about naturally. Cer- 

tainly a considerable recession from the high level of 
prosperity enjoyed during 1928 and 1929 was to have 
been expected. Declines in prices and in the rate of busi- 
ness activity were not entirely unforeseen; but today, after 
twenty-five months of business contraction and drastic 
liquidation all along the line, the volume of business shows 
little tendency to expand while at the same time prices 
continue to fall to levels in many cases not reached in half 
a century and more. The depression lasts and even a 
more severe long after the normal play of economic forces 
should have worked their own cure. Such undue pro- 
longation of the depression period, growing steadily in in- 
tensity beyond all normal limits, was not to have been 
expected. To account for it satisfactorily some special rea- 
son must be found. 


T'= business depression and financial crisis through 


An Abnormal Influence at Work? 


In their attempts to explain why recovery did not set 
in when reasonably expected and has not yet commenced, 
economists are in surprising disagreement. There are those 
who now subscribe to another “New Era” theory, prac- 
tically the reverse of that so widely and enthusiastically 
accepted two years ago. Others hold the course of eco- 
nomic events to be perfectly normal, much more severe to 
be sure than was anticipated but only so, because we greatly 
underestimated the excesses committed during flush times 
and consequently also the forces making for depression. 
Yet does either viewpoint fully account for the apparent 
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abnormalities of present conditions? It would seem that 
some unusual and. arbitrary influence must be at work to 
have forced many of the strongest and most conservatively 
financed nations off the gold standard—to have so severely 
disrupted distribution and exchange that we have presented 
to us the spectacle of unemployment and starvation in the 
midst of plenty—to have driven down and to still hold 
down almost uniformly at ridiculous levels the prices of 
stocks, bonds, commodities and real estate. 


Disappearance of Gold 


The very uniformity of such declines suggests that the 
depressing influence is to be looked for, not in overproduc- 
tion nor in underconsumption per se, but rather in some 
occurrence or development calculated to make money dear 
and consequently all other things relatively cheap. Gold 
grows dearer as it grows scarcer; and for many months now, 
gold has become steadily scarcer, because France has with- 
drawn from the rest of the world immense quantities of 
the metal and buried them away in what may perhaps be 
a deliberate attempt to corner or to acquire a practi 
monopoly of the world’s monetary stock of gold. 

Asked in advance of recent financial developments what 
effects would follow the disappearance of approximately 
one-third of the world stock of gold, all economists woul 
have agreed in predicting a phenomenal fall in prices, severe 
trade prostration, and something like a general bankruptcy 
of financial institutions and of nations. These are the very 
phenomena, transcending the limits of a normal depression, 
which prevail today; and France has absorbed and holds 
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mostly out of use and no longer available as a basis of 
- this large part of all the monetary gold in the 
world. 

Some time ago, the French are reported to have built 
deep in the rock beneath the city of Paris an Aladdin's 
cave, a treasure vault of vast size and impregnable strength 
in which to store gold. France started with a combination 
of circumstances extraordinarily favorable to French com- 
mand of foreign exchange. The franc had been stabilized 
at a small fraction of its par value, thus enabling the pay- 
ment of French debts abroad, not specifically payable in 
gold, at a corresponding discount. Then much French capi- 
tal, taken out of the country while the franc was falling 
was brought back to France by its owners. Also the United 
States generously scaled down the French debt, reducing by 
a large amount the annual payments to be made on prin- 
cipal and interest. 


Flow of Gold to France 


Under these circumstances much gold naturally gravitated 
to France just as a disproportionate gold supply also flowed 
to our own shores, but with this difference. French policy, 
then and ever since, has been characterized by move after 
move calculated to maintain a balance of trade in her favor 
and so make possible ever-increasing gold imports. A single 
example, for instance, is the recent order requiring her 
millers to grind only 3 per cent of foreign wheat with 
domestic wheat. 

Then came the Armistice Day incident. While our 
banks were closed for the holiday, European holders of 
American money and exchange were thrown into a panic. 
Several hundred millions of dollars in exchange on the 


United States were sold by frightened holders. In somé 
European countries the dollar sold several cents below par. 
How this panic was caused or inspired it is impossible 
to say outright, but there were buyers for this exchange 
and a little later we were compelled to honor it by the 
export of a vast sum in gold during a very few days. Much 
of this gold went to France. 


What Is the Motive? 


If France is conducting an operation of this sort, a finan- 
cial offensive as it were against the whole world, ourselves 
included, what probably are the ends she seeks? First, no 
doubt she plans to extort from other nations temporarily 
at her mercy that guarantee of national security which for 
long she has declared to be the chief objective of her for- 
eign policy. Then, that achieved, to reap a colossal profit 
through the purchase of securities abroad at the depreciated 
prices, which the scarcity of gold has forced, and the subse- 
quent sale of those securities at several times their cost, 
after prices have been restored by the return of her gold 
to circulation. 

And if France is conducting such an operation, does it 
not behoove us, as a people, while we give our attention 
to bank failures, to the default of foreign bonds, to fresh 
outbreaks of liquidation after every seeming culmination, 
to unemployment and to the railroad dilemma, to consider 
to what extent the French accumulation and sterliza- 
tion of gold may be the underlying cause of such con- 
ditions? 

Should we not ask ourselves whether for much of our 
disorganization and distress we may not have France to 
thank? 





E publish this discussion because of its very interest- 
ing point of view, recognizing that some of its 
assumptions and some of the conclusions it draws 


cannot be readily substantiated. Its chief contention ap- 
pears to be supported at least in part by certain recent hap- 
penings. There was, for example, the attitude of France 
in the recent request for a Uruguayan loan, comment on 
which has been made in a previous issue of this publication. 
France was willing to extend a loan but demanded that its 
equivalent in gold be left on deposit in Paris. 

In addition, we have the train of events which began 

with French withdrawal of gold from Germany in retalia- 
tion for the threatened German- 
Austrian tariff agreement. This was 
followed by commercially and financially 
punitive French action against Great 
Britain. More recently there was the 
French attempt to discipline the United 
States, perhaps for its moratorium ac- 
tion taken without advance French 
knowledge, by rapid withdrawal of gold 
from this country. 

There is logic in the contention that 
France’s primary objective is to purchase 
her own security at any cost. Gold is 
one of the chief weapons she has elected 
to use to this end and she will not readily 
relinquish her hold upon it. France is a 
fear-motivated nation, as her past and present relations with 
Germany conclusively show. 

It is only fair, however, to point out that a tremendous 
weight of logic rests in the economic theory that the: pres- 
ent depression, after all, is more or less proportionate to 
the record-breaking inflation of the war and post-war 
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period and to the unprecedented excesses of 192'7-1928- 
1929 markets. In this sense its duration is not abnormal. 
We have known still longer depressions in the past, hence 
it cannot be said with certainty that we have now had sufli- 
cient time for natural economic adjustments to work a cure. 
Moreover, there is danger in holding that property and 
commodity values are abnormally low. They are, on the 
average, not abnormally low if we accept the pre-war level 
of 1913 as normal. We believe the greatest difficulty is 
not low prices but the wide inequalities existing between 
individual commodities, the resulting maladjustment of pur- 
chasing power, in terms of the ratio of real value of com- 
modities to each other, resulting in a 
shrinkage of business. 

It is also fair to point out that the 
international flow of gold can be only 
partly influenced by deliberate national- 
istic policy. It is true that France has 
played her cards well, but she would not 
have been able to draw gold without 
maintaining a favorable trade balance. 
In this she is doing what every other 
country is trying to do or would like to 
do. We also have a tremendous stock 
of gold, much of which came here with- 
out any active or deliberate seeking on 
our part. It came partly because of a 
very large trade balance and partly be- 

cause owners of some of it preferred to deposit it here for 
safety. Its re-distribution would be an economic benefit 
to the rest of the world, but can be accomplished only by 
the free play of economic forces. Meanwhile, although we 
have more than twice as much gold as France, we cannot be 
fairly blamed for prolonging the depression. 
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Is There a Short Cut to Prosperity? 


Views of Readers on Problems of 
Depression and the Way Out 


Editor, READERS’ FORUM: 

Possibly the only point of agreement 
about the depression is, that there is 
one. No one disputes that. As to 
what were its causes, how long it will 
last, and what will end it, there are 
ideas as wide as the poles and all lati- 
tudes between. 

Whatever may have been its 
cause, there is no sound, funda- 
mental reason for its existence, which 
is not within the power of man 
to cure. No act of God or nature has 
brought it about. No world crop fail- 
ure. No drought. No fire, earthquake 
or tornado. There is no shortage of 
food, shelter or clothing. As a matter 
of fact, we are told that there is a 
superabundance of goods or a potential 
capacity for their overproduction and 
that this is the immediate cause for the 
depression. Add to these loss of con- 
fidence, lack of leadership and absence 
of crystallization of public opinion 
along constructive lines and that about 
sums it up as the situation today. The 
more remote causes of the depression, 
we are given to understand, are the 
post-war inflation and the present de- 
flation is its correction. 

Various opinions are voiced as to 
how this deflation should operate and 
these opinions depend upon the point 
of view. Witness the farmer who 
says, “Agricultural products should be 
higher, but everything the farmer buys 
should go lower and somewhere in be- 
tween, will be found the happy start- 
ing point for renewed prosperity.” 
Witness the railroads who say, “Rates 
should be higher, but everything the 
tailroads buy, including labor, should 
go lower and somewhere in between 
will be found the happy starting point 
for renewed prosperity.’ And so each 
one thinks that everything should go 
down except the things he has for sale. 

This depression has thrown us out 
of focus with the real problem. It is 
discouraging to read on the financial 
page of one of our largest evening 
papers a paragraph like this: “Men- 
tion of hard work and economy is 
never popular with those who think 
short cuts to prosperity may be taken 
and who prescribe increased expendi- 
tures, individual, corporate and gov- 
ernmental, to cure the disease brought 
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on by wild extravagance and waste.” 

Just where do the unemployed fit 
into that writer’s picture? And at 
what shall we work hard? How will 
economy cure overproduction? This 
depression has proven that automobiles 
for mechanics are not extravagant. 
Loans to foreigners and financing 
pyramid mergers were. Why the 
prejudice against short cuts? What 
are the merits of letting this depression 
run its course and doing nothing to 
speed recovery? 

Let us make no mistake about this 
depression, its cure will not be simple 
and at best it will take time. Even- 
tually it will be overcome but not along 
the lines we are traveling now. 

It is beyond anyone’s power to fore- 
see the balance of forces which must 
be brought into play to accomplish 
prosperity. That is why it is impos- 
sible to work out in detail any fixed 
programme. But on broad lines the 
principles can be defined as follows: 

1) Progressively higher prices for 
commodities. This is equivalent to a 
reduction of debtors’ obligations and 
must be world-wide to be effective. 

2) Higher wages and shorter hours 
for labor. And by labor I mean not 
only organized labor but all who work 
for a living. A larger proportion 
of profits for the worker. A higher 
standard of living for America and in 
European countries especially Russia. 
A leveling-up throughout the world. 
The standard of living in other coun- 
tries is far too low for the present 
capacity to produce, and in order that 
we may do business and live happily 
and at peace with the rest of the world 
we must ungrudgingly help to raise 
their standards. It is unfortunate that 
to date politicians have acted on prin- 
ciples which cater to the crowds and 
will keep them in office rather than on 
what they knew in their more mature 
judgment was best for all of us. 

Any student of economics will agree 
that higher prices and a higher stand- 
ard of living are not only not incon- 
sistent but closely dependent. With 
high prices and a higher standard of 
living than ever before we had un- 
precedented prosperity. This is not a 
plea for the return of a speculative 
orgy. The lessons of the past are too 


vivid to be ignored. But we cannot let 
our standard of living go backward, 
We cannot even let it remain sta- 
tionary. It must improve. 

Each of us has his own pet scheme 
for accomplishing this ideal. The 
avenue of approach is not so important 
as a clear view of the objective. At 
the present time I believe the first step 
would be an encroachment on the gold 
standard. Now, as never before the 
world is being “crucified upon a cross 
of gold.” To what extent the gold 
standard will have to be abandoned is 
a matter of conjecture. The manner 
and speed of its accomplishment are 
details which will require the best 
brains in the land, and are subjects too 
great to discuss within the limits of this 
letter. 

Before closing however it would be 
well to remind the reader that the 
Federal Reserve Act was at the time 
an encroachment on the gold standard. 
Yet the country survived and pros- 
pered under it. Even today the gold 
backing for our money fluctuates. If, 
by expanding and elaborating the idea, 
we can take a short cut to prosperity 


- why delay the move?—J. SomMAN. 


Banking Statements 


Editor, READERS’ FoRUM: 


As a reader of your magazine, my 
interest was attracted by a communi 
cation in this Forum of your issue 
dated December 12, 1931. Mr. Reid 
L. Kenyon, in his quoted letter, ex 
pressed the frame of mind of many 
bank depositors, stockholders and di- 
rectors, to whom the typical forms in 
which banks customarily present their 
statements of condition are unintel- 
ligible. He also expresses the concern 
permeating the public mind about the 
safety of our banks. 

This shattered confidence, to many 
minds, from President Hoover down 
to Mr. Average Citizen, represents @ 
partial explanation for the continuance 
of this depression. In all instances, the 
shattering may be traced to the suc’ 
cessive shocks received by every in’ 
dividual who, in the course of the past 
two years has experienced the business 
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difficulties common to us all. Con- 
sider, along with that experience, the 
nisunderstandings impossible for an in- 
quiring mind to escape, in reading the 
bank’s statement of condition, pub- 
lished after the prevailing custom. 
Combine the shattered confidence with 
misunderstanding, and you have the 
foundation and the cornerstone of 


published by any bank in the United 
States, may obtain the above corre- 
spondent’s analysis of that bank’s posi- 
tion by addressing to the Editor of this 
Forum his inquiry, enclosing a state- 
ment of bank or banks concerned, to- 
gether with a self-addressed, stamped 


envelope, and a check for a year’s sub-. 


scription to this magazine. 





anic. 

As a matter of fact, the 
sound banks of this coun- 
try are more liquid by far 
than they were prior to 
the 1929 deluge. Promi- 
nent bankers have ex- 
pressed privately their re- 
grets for the conditions 
which necessitate their 
maintenance of such ab- 
normal liquidity, and the 
consequent privation re- 
sulting for the justified 
business borrower who 
cannot be accommodated. 
Mental attitude has its 
foot on the brake and 
Fear is at the wheel. 

Contributing to this anomaly’s per- 
sistence, is the inability of the public 
to realize the facts in their actual sig- 
nificance. There has been no Rosetta 
Stone available to the public to make 
possible a correct interpretation of the 
regular form of banks’ statements of 
condition by the average depositor. 
An understanding analysis of any 
bank's condition is possible by applying 
the formula used by the writer, and in 
most cases allays the Fear. 

It would seem a most constructive 
undertaking for a magazine, such as 
yours, to offer to its clients a service 
of inestimable value to the country at 
large. I suggest that your readers be 
accorded the benefit of the experience 
of your staff, who could allay the 
fears, unfounded in fact, by correctly 
appraising the liquidity and protection 
to inquirers of such bank statements as 
they may submit to you.—EuGENE H. 
Burris. 





Editor's Note: 


Our columns welcome the presenta- 
tion of both sides of such vital finan- 
cial questions as the above letter in- 
volves. We believe, with our corre- 
spondent, that too much attention has 
been directed by the public and the 
Press toward the nebulous pessimistic 
possibilities which all are prone to 
imagine in chaotic times like the pres- 
ent. We welcome the suggestion in- 
corporated in this letter, and hereby 
advise our readers to this effect. 

Any inquirer, concerned about the 
factors of liquidity and protection, as 
set forth in the statement of condition 
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compel the straightening out of the 
financial mess of the European coun- 
tries than any other action. He says 
that the debts kept alive, even though 
there may be a default in payment, will 
have a great moral effect on the people 
and governments of Europe, ‘and will 
give to this country a lasting weapon 
to ward off unfriendly actions against 
us, and head off further 

European wars: Pay us 

what you owe us if you 

want any further credits. 

In case of war, you get no 

credits. He says that a 

constant campaign has 

gone on teaching the peo- 

ple of Europe that we will 

cancel the debts against 

them, that such propa- 

ganda is the political capi- 

tal of the office seeker or 

holder. He thinks that 

what Europe needs from 

us is straight talk. No 

= more pow-wows and par- 





Collect the Debts 


Editor, READERS’ FORUM: 

I am glad to know that you advocate 
the full payment by foreign govern- 
ments of their debts to the United 
States Government. I would go fur- 
ther and announce,—no further mora- 
toriums. 

Two years ago I spent many months 
in Europe and among the common peo- 
ple, tradesmen and artisans and the 
man on the street, and I know some- 
thing of their attitude towards this 
country, how they sneer at this coun- 
try, no thanks for the helping hand 
that this country gave them in the time 
of great need after the war, no thanks 
even for the great sums of money this 
Government lent them after the war to 
pull them out of the mire; nothing but 
selfishness and envy. 

A certain retired business man has 
just returned from a seven-months’ 
motor tour through Europe. ‘The busi- 
ness of this gentleman in former years 
took him to Europe from one to three 
times each year. He speaks French and 
German fluently and has a working 
knowledge of Italian. Here is the pith 
of what he says: 

It would be a great mistake for this 
country to reduce or cancel the debts 
of the European countries. Such ac- 
tion instead of gaining good will would 
belittle us in the eyes of Europe. The 
best thing our Government could do 
would be to say in diplomatic but un- 
mistakable language,—we have sacri- 
ficed enough for you, we will not can- 
cel or reduce the debts that you owe 
this Government, nor will we grant 
further moratoriums. He says that 
such a statement would do more to 


leys and endless confer- 
ences and commissions, all a part of 
the scheme to bring about cancellation. 

On this subject, there is a constant 
repetition by numerous bankers and 
investment heads to the effect that we 
must reduce or cancel the European- 
United States governmental debts. One 
of the arguments is that either move 
is necessary to start up European 
business and retain our European trade. 

I was lately shown a letter from an 
officer of the affiliate investment ad- 
junct of a large New York institution 
(by the way, one which flooded this 
country, by high-powered salesmanship, 
with cats and dogs) saying: “It is of 
the utmost importance that there be 
relief in the matter of foreign govern- 
mental debts due us,”—then later on 
in the letter, “large loans must be made 
to Europe to assist in its economic up- 
building.” 

Not a word of any method to help 
this country. 

I wonder if these “old counselors” 
laugh in their sleeves at some of the 
pompous bunk, ifs and ands, and then 
agains and howevers, etc., they think 
they are putting over on the sons of 
the soil. 

Is it surprising that people lose faith 
in banks and investment concerns, and 
those high up in the financial world? 
Is it surprising that because of that 
lack of faith people hoard actual cash, 
lock it up in the safety deposit boxes? 

I know a man in a central state who 
carried large balances in a certain bank. 
These balances were trust balances for 
which he was individually responsible. 
To make himself safe he called in an 
insurance company to insure his de- 


(Please turn to page 433) 
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Common Stock Price Index 


Sixth Annual Revision 


Price Index is designed to record the important move- tween 1926 and 1929, a number of ephemeral producer 
ments of industrial group averages. It presents a | sprung into the speculative limelight and their stocks, on 
broader and more comprehensive view of the market as a the basis of their activity, have to be included in the price 
whole than any index which is based on a small number of __ index if it is to remain representative of the market asa 
active leading stocks. It does not reflect minor fluctuations whole. Many. of these companies, however, are high cost 
but only those significant tendencies of moment to the in- producers of supply non-essentials which go begging ina 
vestor. major business depression; so that their stocks fall into dis 
With this issue the Index enters upon its seventh year. favor among traders and investors and become out of place 
In revising the list of stocks to be included in the 1932 in a price index designed to present a true cross-section of 
Index, an exceptionally large number of issues (65 in all) the general price movement. 
have had to be dropped from last year’s tabulation—due It will be recalled that judgment plays no part in select 
to mergers, or be- ing the issues in- 


cause stricken from ae ' . cluded in our price 
the list by the index. The choice 
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Exchange, or 

through lack of = - rule that issues in 
public interest as Co on Stock Price Index which transactions 
reflected in the Secular Progress of Group Indexes amounted to 500, 


dwindling volume ; Yearly Closing Indexes (1925 Cl.—100) 000 shares during 
of activity. New Group 1926 ©6987 += 19288 ~=S 1929 «1980 1 the previous year 
are automatically 


added to the list, 
and dropped when 
the _ transactions 
fall below 100,000 
shares. An experi: 
ence of six years 
in computing the 
Index has amply 
confirmed the prac’ 
tical wisdom of 
this rule; for it has 
served during the 
bull market phase 
to bring into the 
Index practically 
all of the stocks 
which were then 
commonly re’ 
garded as impor 
tant marketwise, 
and has led during 
the past two years 
to the omission 0 
a number of mar’ 
ginal producers 
whose issues afe 
now selling 
close to receiver 
ship prices that or 
dinary horse sens 
would dictate their 
removal. A sufi 
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isti | COMBINED AVERAGE 95.7 8 165.4 109.0 62.2 
listings were, for Agricultural Implements ......... 2. 170.6 300.0 513.2 258.0 112.0 
obvious _ reasons, Amusement 115.8 2.9 253.8 1296 88.5 

: : 41. 
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as Automobile Accessories 190.2 
almost negligible Automobiles o \e . 183.5 


last year; so that Aviation (1987 Ol.—100) ... 

with the five active on © eae 
stocks newly added gets pencuaanoettt “pet 
to the Index the Chemicals & Dyes 


Cigar 8 
total number of pene 


Coal 
. Construction & Bldg. Material. 
component issues, xy-Containers (1988 CL—100) ........ 
Copper sepeewees 
now amounts to Dairy Products .......+. eecccccece ee 
345, as compared Department Stores 
with 405 last year, on Mg — 
428 the year be- Fertilizers 
y ; . 
fore, 379 in 1929 arg ther yap 
] , nas 
: Food Stores 
3 08 in 1928, 264 . Furniture & Floor Covering 
in 1927, and 238 wGela Mining -. 
when the Index a Tru sts 
; xy—Lea 
was introduced to ar 
our readers in x-Meat Packing 
1926 x~-Mining & Smelting (Misc.)......... 
. —— & fy A * a a eb tek ; 
; ‘, ee ‘etroleum a as 
Periodic revi Phonographs & Radio (1927—i00) 


sions of this mag- Public Utilities 
nitude in the num- 
ber and character 
of issues included 
in the list are 
essential to keep 
the Index abreast 
with evolutionary 
changes in incus- 
try as mirrored in : 
the stock market. || .,geiet” stires --0.111-270000 : 
During a pro- x—Not publ lide. 

retaere- aid of ‘ot published regularly. y—To be discontinued. (Please turn 10 
rising prosperity, page 436) 
418 THE MAGAZINE OF WALL STREET 


See 
* 


DID PRWOBDSOAIHRHHDOH OR WOMMADWOAWNWHADODHOUTMH DP POP OPOMD 


BoRESERS B 


~ 
=) 
<7 

WOH ODONMAGAODDODANDWM OPA COM MDH OMNDOWUNDOMMI DOM RORWUEMAIUH ODDS HS 


be 


“Oo 
Se 


} ft $s 
238458 


alent 


S235: $2382 


| al 
m2 eee =r t] 
s8Ssese85e8e2 
APAOTBRASSH PONS OR 
= 
SSeSSS 


i 
— 
iJ 
oo 


=S8s 
SSESSLSROSIS’ 


| nll saad 


NSSEFS 
S33 


oe 
gg 
[—] 

ht hee 

$32 

ESa 

= co 

i 
| Le ne 

aQ~ 

- 

Sr Pe Ole mh CO -) 
SraSEeSSSSSasronss 


SBSSSRSRAISLES: 





CO me 
= OO 
PrPOSe 
ooo 

_ 


— 


ee 
2c 


sei 
Roe asaman soa et 
SASSRSSUSSSSS EAS 


INDEX SCALE 


1-4-4 ee 
wo 
bd 
a 
a 


— 
wooed 


[/-} 

conae 
SmSaom 
Ie om 000 
SHSSSRB 


oad 
SERS eIaERSakSoESEseBasSSn55 


11. pel 


Ps AROMONOREARO: DOMOSCODMBOAMEDEDAOO": w: 
“eh 


SESSSSe S288 


28: 
83: 38 


— 
8s 32 
QA 
i 
323 : 
BAR? SOBOwPAKIGGVSOSSCASOSNV-A10KHPNOOCHAKHKBOBOOHD®: BRodmMOMOM 
ee 
BSSSFERRISS 


fo F 20 Go © “E27 im Go 60 & ip © © & Did td im Og AIO ODAOPADDONORO 


seassens8 


385 
aa 
Sse 



































The Magazine of Wall Street’s Indicators 


Business Indexes Common Stock Price Index 








1981 Indexes — a 1982 Indexes 
oO No. 0 TOU; Ss 3 

WEEKLY STOCK SALES High Low Olose Issues . High Low 12 1/9 

84.4 29.2 80.0 845 COMBINED AVERAGE .... 29.3 29.8 33.5 


142.4 $83.0 34.8 Agricultural Implements .... 34.3 84.3 36.3 
121.2 19.7 21.2 Amusements x 20.7, 20.7 35.1 
16.9 23.9 23.9 Automobile Accessories ; . 23.6* 26.6 
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: 74.2 22.3 81.7 Aviation (1927 Cl.—100).... a . 26.8 29.7 
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Common Stock Paice INDEX 
1925 CLOSING PAICES=100 


STEEL OPERATIONS 


WEEKLY AVER.1923-1925 =100 


COMBINED AVERAGE 
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(An unweighted index of weekly closin ices; compensated for stock dividends, rights 
JASOND'J FMAM and splitups; and covering about 90% of the total transactions im all Common Stocks listed 
L—__ 193} u 1932 - on the New York Stock Exchange.) 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 


interested or on the standing and ‘reliability of your broker. 


This service in conjunction with your sub- 


scription should represent thousands of:dollars-in valuetosyou.. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your requests to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 








AMERICAN HOME PRODUCTS 
CORP. 

Today's price of Home Products is 
about the same as I paid a couple of years 
ago. What is your opinion as to the out- 
look for this stock and do you think it 
really a good one to hold?—H. D. O., 
Duluth, Minn. 


American Home Products Corp., 
manufacturing and distributing a wide 
variety of nationally advertised drugs, 
cosmetics, hair-tonics, floor-wax and 
patent medicines, has had an impressive 
earnings record since its incorporation 
in 1926. In the first six months of 1931, 
the company reported net earnings of 
$2.77 a share, compared with $2.59 a 
share in the corresponding period of 
1930. For the full year 1931, earn- 
ings should compare favorably with the 
$5.50 a share reported for the full year 
1930. The stability of earning power 
is based upon the broad diversification 
of output, combined with the acquisi- 
tion of new units for cash. In 1931, 
American Home Products acquired 
John Wyeth & Bro., of Philadelphia, 
one of the oldest manufacturers of 
pharmaceutical products. The acquisi- 
tion was financed mainly from the 
cash account of American Home Prod- 
ucts, with only a small amount of bor- 
rowing necessary. Wyeth profits 
should add substantially to the income 
of the parent enterprise within the 
next few years. American Home 
Products had a strong financial posi- 
tion at the close of 1930, when current 
assets were more than 3! times cur- 
rent liabilities, and cash alone was al- 
most twice current liabilities of $1,501,- 
451. The capite! structure of the com- 
pany is extremely simple, with no 


funded debt and only 611,000 no par 
shares of common stock outstanding. 
The stock is on an annual dividend 
basis of $4.20 a share paid at the rate 
of 35 cents monthly. In view of the 
demonstrated stability of earning pow- 
er, the excellent prospects for expansion 
over the long term, and the attractive 
yield offered by the- well secured divi- 
dend, we feel that further retention of 
the shares is advisable. 


ARMOUR & CO. OF ILLINOIS 


With Armour ‘& Co. “A” quoted at 
present low levels, I see little to lose in 
purchasing a block of this stock. Are there 
any factors that would lead you to advise 
against such a commitment, even as ‘a 
speculation?—S. P. D., Grand Rapids, 


Mich. 


The annual report of Armour & Co. 
of Illinois for the fiscal year ended Oc- 
tober 31, 1931, reflects the conditions 
surrounding the meat packing industry 
during that period. Although tonnage 
volume of sales was reported at ap- 
proximately the same levels as those of 
the preceding year, dollar value of sales 
declined about 25%, due to the down- 
ward trend of commodity prices. Ob- 
viously, this unfavorable trend necessi- 
tated heavy inventory write-offs at the 
year-end. _ Inasmuch as Armour & Co. 
has important subsidiaries operating in 
South America, the decline in exchange 
rates of those countries was also a con- 
tributing factor in the unfavorable 
showing made by the company last 
year. Moreover, unsatisfactory con- 
ditions prevailing in the agricultural 
field severely affected fertilizer sales, an 
important division in the operations of 


Armour. A loss of $17,339,136 be 
fore payment of dividends on the pre. 
ferred and guaranteed stocks, but 
after depreciation and interest, was re. 
ported for the 12 months ended Oc 
tober 31, 1931. This compared witha 
net profit of $4,741,026 on the same 
basis for the preceding fiscal year. On 
the other hand, the balance sheet as of 
October 31, last, reveals a notable im 
provement in the current position of 
the company as compared with that of 
12 months earlier. Cash alone showed 
an increase of $21,305,979 during the 
year, amounting to $33,208,706 at the 
year-end, more than twice total current 
liabilities of $13,724,177. An inven 
tory reduction of $44,128,947 was 
made during the year, while accounts 
payable declined $10,775,346. Further: 
more, $5,082,000 of funded debt, 
$6,764,600 of guaranteed stock of sub 
sidiary companies and $2,067,100 of 
Illinois preferred stocks were retired 
during the year without resorting to 
outside financing. While we concede 
the company’s strong financial condi 
tion, present indications are that little 
in the way of earnings improvement 
can be reasonably anticipated during 
early future. Despite the current low 
prices for Armour €& Co. class A stock, 
the shares are likely to remain retarded 
marketwise, for some time to come. We 
therefore see little inducement far pur 
chases, at this time, and advise against 
such action. 


CONTINENTAL CAN CO., INC. 


Please let me know what your position 
is regarding Continental Can. My broker 
keeps telling me that the company ts m6 
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strong financial position and that its divi- 
dends are being comfortably covered. But 
] feel that I must have some outside advice. 
Shall I sell or hold?—A. J. C., Fall River, 


Mass. 

The Continental Can Co., sec- 
ond largest producer of metal con- 
tainers, has achieved considerable sta- 
bility of earning power through wide 
diversification of products. Originally 
manufacturing food containers, the 
company has added an important line 
of cans used by the paint, varnish, oil, 
chemical, drug, coffee, tea, baking 
powder and tobacco industries. In ad- 
dition, Continental Can acquired a sub- 
stantial stock interest in the Metal Box 
@ Printing Industries, Ltd., the largest 
tin container manufacturer in England, 
and the Compagnie Franco-Continen- 
tale de Boites Metalliques of France. 
The latter, however, was disposed of 
late in 1931 as a part of an agreement 
with J. J. Carnaud & Forges de Basse- 
Indre and subsidiaries, the largest and 
most important manufacturer of tin 
containers in France, and Continental 
will receive royalties from this com- 
pany on its output. In 1930, Con- 
tinental Can’s net earnings equalled 
$5.04 a share on the common stock, 
the only outstanding capital liability, 
compared with $5.02 a share in 1929. 
It was officially reported that the full 
year's dividend requirements of $2.50 
a share were earned in the first eight 
months of 1931, and net for the full 
year should be reasonably in excess of 
that figure. The company was in a 
very strong cash position at the end of 
1930, and doubtless this has been well 
maintained through 1931. In the light 
of its showing under adverse condi- 
tions, we maintain a constructive atti- 
tude toward the long term possibilities 
of the company, and endorse retention 
of the stock in preference to its sacri- 
fice at current prices. 


EASTMAN KODAK CoO. 


What are you advising holders of East- 
man Kodak to do? I bought at around 
160. Shall I hold or switch to some other 
stock?—-M. L. K., Miami, Fla. 


The trade name, “Kodak,” is almost 
synonymous with camera, thus indicat- 
ing the leading position enjoyed by the 
Eastman Kodak Co. in the photo- 
graphic equipment field. The com- 
pany’s operations are practically world- 
wide in scope. The research depart- 
ment of Eastman Kodak is regarded as 
one of the most aggressive of large in- 
dustrial corporations, and is constantly 
developing new products, some of the 
more recent of which include portable 
moving cameras, colored talking films, 
home. movie cameras and an_ultra- 
sensitive camera film. Diversification 
of the company’s operations is accom- 
plished through the manufacture of 

cals, most important of which are 
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nitro-cellulose and cellulose acetate and 
the production of acetate rayon yarns. 
One of the largest plants in the United 
States for the manufacture of the last- 
named product was completed by the 
company in Kingsport, Tennessee, dur- 
ing the Fall of 1931. No interim earn- 
ings statements are published by the 
company, but it is very likely that full 
1931 returns fell short of $8.84 a share 
reported for the calendar year of 1930, 
in reflection of unsatisfactory condi- 
tions prevailing for the company. Prior 
to the present depression, earnings 
record of the company has shown a 
consistent upward trend, and we are in- 
clined to the belief that this course will 
be resumed upon return to normalcy 
of industry and business. Frankly, we 
are of the opinion that current prices 
for Eastman Kodak common have gone 
far to discount the curtailed earning 
power of the company, and are in- 
clined to look upon the needless disposal 
of commitments made at higher levels 
in the nature of an unwarranted sacri- 
fice and advise against such action. 


GENERAL AMERICAN TANK 
CAR CORP. 


How am I to weigh the possibilities of 
General: American Tank Car? My 150 
shares were purchased in several lots aver- 
aging about 75. Do you think I should 
dispose of at least a part of my holdings? 
—C. M. K., Akron, Ohio. 


Although the car-building activities 
of General American Tank Car Corp. 
were restricted in 1931, the company’s 
earnings were stabilized by revenues 
from the car-renting division. In the 
past several years, the company has 
built up a fleet of more than 50,000 
cars which are operated on a lease basis. 
These cars are used for the transmis 
sion of milk, chemicals, fruit and oil, 
with the transportation of food prod- 
ucts of primary importance. The in- 
creasing competition of pipe lines for 
the transportation of gasoline has been 
offset by the company’s shift to food 
products transportation, and it was re- 
cently announced that less than 4% of 
the company’s carriers were engaged in 
the gasoline traffic. In the first nine 
months of 1931, the company reported 
net earnings of $4.28 a share on the 
818,833 shares of common stock out- 
standing, compared with $6.79 a share 
on a slightly smaller capitalization in 
the corresponding period of 1930. It 
therefore appears that dividend pay- 
ments at the current $4 a share annual 
rate can be continued out of earnings 
for the present at least. Improved 
earnings from the car-building division 
are not in near term prospect, but it 
is to be expected that car-leasing in- 
come will remain relatively stable. The 
company has two European  sub- 
sidiaries, operating all kinds of tank, 
refrigerator and other cars throughout 


Continental Europe. In addition, the 
company owns a tank farm in New 
Orleans, having a storage capacity of 
some 40,000,000 gallons, together with 
a barreling plant and terminal facili- 
ties that make the property one of the 
largest of its kind in the world. Be- 
cause of General American Tank Car's 
extensive interests, its strong financial 
position, and demonstrated ability to 
maintain a fair degree of earning power 
under adverse circumstances, we view 
the shares in a constructive light, and 
endorse retention of the stock. 


INTERNATIONAL PAPER & 
POWER CoO. 

As a low priced speculation, I am con- 
sidering the purchase of 200 shares of 
International Paper ‘& Power Class A- 
stock. I realize conditions in the paper 
industry are unsatisfactory, but do not the 
company’s power operations offset this un- 
favorable factor? I would appreciate your 
ideas relative to this commitment.—C. F. 
K., Hartford, Conn. ; 

International Paper & Power Co. 
ranks as the leading enterprise in the 
paper industry, with operations being 
materially augmented by its electric 
power business. The paper industry 
has been suffering from an over-pro- 
duced status for the past several years, 
an ailment that dates back prior to the 
beginning of the present depression. 
This unfavorable factor has been in- 
tensified during the present .depression, 
due to curtailed demand for paper 
products, with the result that a series 
of price cuts have been effected during 
the period. Although International 
Paper & Power Co. has taken drastic 
steps to reduce operating costs, the 
most recent of which is the 10% wage 
reduction effected in September of last 
year, the heavy capitalization of the 
company has prevented anything like a 
favorable showing, from the standpoint 
of equity security holders. Operations 
of its electric power subsidiary (New 
England Power Association) were re- 
tarded during 1931 in reflection of gen- 
erally curtailed business and industrial 
activity, as well as the burden of carry- 
ing charges on newly provided facili- 
ties not yet fully in operation. For the 
nine months ended September 30, 1931, 
net income amounted to $1,871,293 be- 
fore preferred dividends, as compared 
with profits from operations of $2,245,- 
985 for the corresponding period of 
1930, on the same basis. Although 
some improvement was anticipated for 
the final quarter of last year, it is un- 
likely that full 1931 income equalled 
that of the preceding year. Earnings 
record of the compatiy since its incep- 
tion (1928) has been unfavorable, al- 
though dividends on the $6 and $7 pre- 
ferred stocks wete paid until last July, 
at which title, distributions were 
emitted. As of September 30, last, 

(Please turn to page 429) 
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will at least equal or slightly better 
1931. The automobile industry, how- 
ever, still has a long road to travel be- 
fore operations reach a stage insuring 
good profits for all the leading com- 
panies, as an examination of data on 
manufacturing and sales reveals. 

In 1931 production of motor cars 
was 30% below the previous year and 
56% under the boom year 1929. Do- 
mestic sales fell heavily, commencing 
to sump precipitously in the summer 
of 1931, while exports were reduced 
greatly by reason of higher foreign 
tariffs and lower purchasing power. 
Commercial cars and trucks did not ex- 
perience as drastic a decline in produc- 
tion and sales last year as passenger 
cars. The dollar value of all vehicles 
produced in 1931 was 1.4 billion dol- 
lars, compared with a total value of 2.1 
billions in 1930. ‘The status of the 
automobile as a practical necessity to 
present day standards of living, the 
large imminent replacement demand, 
and the far better quality embodied at 
a lower price are factors judged by the 
trade as likely to supply the stimulus to 
improved sales and production during 
the near future. 
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A GUARANTEED 


INCOME 


For LIFE 








$250 a 


month 


beginning at 


Age 55, 60 or 65 


HE Phoenix Mutual announces a new Retirement Income Plan under 
which you get not only immediate protection for your beneficiaries but 
also, for yourself in later years, a guaranteed income you cannot outlive. 


What a $25,000 policy, payable at 
age 60, will do for you 


It guarantees to you when you are60 
A Monthly Income for Life of $250.00 
which assures a return of at least . $25,000.00 
and perhaps much more, depending upon how 
long you live. Or, if you prefer, a cash settlement 
Ee Se eer ee ee $33,750.00 


It guarantees in event of permanent 


total disability before a stated age 


A Monthly Income to live on and payment of 
your premiums while disabled. 


It guarantees upon death from any 


cause before age 60 

A Cash Payment to your beneficiary of $25,000.00 
Or a monthly income as long as your beneficiary 
lives. 

It guarantees upon death from ac- 


cidental means before age 60 

A Cash Payment to your beneficiary of $50,000.00 
Or double the monthly income as long as your 
beneficiary lives. 


Send for the Facts 


The plan above is for an income of $250 a 
month, payable at age 60. You may arrange 
to retire at other ages than 60 if you wish. 
You may provide for yourself a Retirement 
Income greater or smaller than $250 a month. 
Plans for women are also available. 


Other things you can provide for by this 
program are: Money to leave your home free 
of debt. An income for your wife in case she 
should outlive you. Money to send your 
children to college. Money for emergencies. 
Money for special needs. There is hardly a 
financial problem which cannot be solved by 
this plan. 

A Retirement Income does not have to be 
paid for all at once. It is usually paid for in 
installments spread over a period of 20 years 
or more. Naturally this makes the individual 
installments comparatively small. 

One of the great advantages of this plan is 
that it goes into operation the minute you 


b) 


Home Office: Hartford, Conn. 


pay your first installment. As you continue 
to invest, the fulfillment of your life plans is 
guaranteed. 


Even though you should become totally 
disabled and unable to make another pay- 
ment, your payments would be made by us 
out of a cash reserve provided for that pur- 
pose. Your home would be left clear of debt, 
just as you had planned. Your children would 
go to college, expenses paid, if you had 
planned it so. And, beginning soon after you 
were disabled, you would have a monthly in- 
come toliveonsolongas the disability contin- 
ued, even if it should last the rest of your life. 


We should like to send you an interesting 
24-page book called “The Phoenix Mutual 
Retirement Income Plan,” which tells all 
about the Retirement Income Plan and how 
it can be exactly suited to your own special 
needs. No cost. No obligation. Send for your 
copy of this free book today. 


PHOENIX MUTUAL 


LIFE INSURANCE COMPANY 


First Policy issued 1851 
Copyright 1932, P. M. L. 1. Co. 








Name 


PHOENIX MUTUAL LIFE INSURANCE CO.,662 Elm St., Hartford, Conn, 
Send me by mail, without obligation, your new book, 
“THE PHOENIX MUTUAL RETIREMENT INCOME PLAN.” 


Date of Birth 





Business Address. 








Home Address. 

































Special Combination Thrift Offer for 
Readers of The Magazine of Wall Street 


A COMPLETE SERVICE 


iN 


r. : Brief Statistical Reviews and Expert Ratings of Over 
Self: Interp retung 1600 Listed Securities — Alphabetically Arranged. 























OUR monthly “Adjustable Stock Ratings” are of 

inestimable help to all subscribers to THE Maca- 
ZINE OF WALL STREET in keeping up to date on all 
securities in which they may be interested and in 
checking changes in the outlook for securities previ- 
ously purchased. 


Now, more than ever, with business turning the corner, 
you will want the guidance of THE MAGAzINE oF 
WALL STREET supplemented by our “Adjustable Stock 
Ratings” so that you can— 





—Avoid companies not likely to recover. 


—See at a glance any danger signals on previous 
purchases. 


—Know what industries are progressing—which are 
















120 Pages declining. 

Pocket Size —Know what companies offer the soundest profit 
Revised possibilities. 

Monthly —Have all the essential facts all the time. 


Issued on the 15th of each month. 
Regular Annual Subscription Rate $2.50. 
See special combination offer opposite. 





THE MAGAZINE OF WALL STREET'S 


Tenth Annual 


MANUAL 


THE MAGAZINE | To Be Published March 7, 1932 
OF WALL STREET i A Year Book of Financial, Industrial, Security and Economic Facts 


A most complete and helpful Manual prepared in a unique style, 
that saves you time and yet gives you complete information 
on every important industry and security 









Complete Record 
Earnings —Dividends—Finances 
Leading Corporations 


Morket Averages 






Factual and Interpretive 


The clarity and simplicity with which we present all data and interpretive com- 
ment will give you a clear and accurate picture—not only of the position of the 
individual corporation,—but of the industry of which it is a component part. This 
material will enable you to map out your investment course during 1932. It will 
PUBLISHED . MARCH 7, 1932 i tell you which securities to discard and which to hold,—and enable you to build 
a sound investment foundation. 











Not For Sale—Special Combination Offer Opposite Gives You 
This Valuable Manual FREE. 
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Statistical Helps, Practical Methods 
and Concise Comment for Your Profitable Guidance 


FOR INVESTORS 
“| 3 Valuable: 








Written simply and clearly in 
every day business English by 


U ( es The Magazine of Wall Street’s 


three best known writers— 
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Author of The Busi- 
ness of Trading in 
Stocks and many 
other investment and 
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Price Rangeof ActiveStocks 


INDUSTRIALS AND MISCELLANEOUS (Continued ) 


1929 








A 


Amer. Sugar Refining 

. Tel, & Tel 

. Tobacco Com 
Amer. Water Works & Elec 
Anaconda Copper Mining 
Arnold-Constable Corp, 
Assoc, Dry Good 
Atlantic Refining 
Auburn Auto 


. Works 
Barnsdall Corp. Cl. A. 
Beech-Nut Packing 
Bendix Aviation 
Bent & Oo. cccccccccccccccccvcees 
Bethlehem Steel Corp 
Bohn Aluminum 
Borden Company 
Borg-Warner 
Briggs Mfg. svete 
Burroughs Adding Mach, ........ 
Byers & Co. (A. M.) 


C 


California Packing 
Calumet & Hecla 

Canada Dry Ginger Ale... 
Case, J. I 

Caterpillar 

Cerro de Pasco Copper 
Che 

Child: 

Chrysler Corp. 

Coca-Cola Co. 
Colgate-Palmolive-Peet 
Colorado Fuel & Iron .... 
Columbian Carbon 

Colum. Gas & Elec 
Commercial Credit 
Commercial Solvent 
Commonwealth Southern 
Consolidated Gas of N. Y 
Continental Baking Cl, A 
Continental Can, Inc 
Continental Oil 

Corn Products Refining 
Crucible Steel of Amer 
Cudahy Packing 

Ourtis Publishing 

Curtiss Wright, Common 
Curtiss Wright, A 


D 
Davison Chemical 


Drug, Inc, 
Du Pont de Nemours 


E 


Eastman Kodak Co 
Eaton Axle & Spring 
Electric Auto Lite... 
Elec, Power & Light... 
Elec, Storage Battery ... 
Endicott-Johnson Corp. 


F 
Firestone Tire & Rubber 
First National Stores 
Foster Wheeler 
Fox Film Cl. A 
Freeport Texas Co. ......-..0005 


G 
General Amer. Tank Car 
General Asphalt 
General Electric 
General Foods 
General Mills 


Gold Dust Corp 

Goodrich Co. (B. F.) 

Goodyear Tire & Rubber 

Granby Consol, Min., Smelt. & Pr. 
— — 

rea estern Sugar 

Gulf States Steel = 


z 
Hershey Chocolate 
Houston Oil of Texas 
Hudson Motor Car 
Hupp Motor Car 


I 
Inland Steel 
Inter, Business Machines 
Inter. Cement 
Inter, Harvester 
Int. Match Pfd, 
Inter, Nickel 
Inter, Tel, & Tel 
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BROAD STREET 


NEW YORK 


It is to your advantage to have your 
office in a building completed May 1, 
1931 and already more than two-thirds 
rented. Tenants include leaders in in- 
dustry, law, finance, public utilities. 


THE 
STONE & WEBSTER BUILDING 
INCORPORATED 


Outlook sor 
Security 
Salesmen 


Too many of you are using 1928-29 sales 
methods for 1932-33 conditions. 


When sales are three times as hard to get 
there is just one way to get sales—make 
your sales presentation three times as ef- 
fective and gear it to existing conditions. 


Babson Institute through its Course in 
Investments and Security Selling can 
cheer up your outlook a whole lot. 

Get our free booklet, 2621 —‘‘Security 
Salesmanship—the Profession:’, at once. 


BABSON INSTITUTE Babson Pork 
(Extension Division) Mass. 











Large or 


Small Orders 


executed with the same courtesy 
and careful attention. We have a 
special department for Odd Lots 
[10 share orders accepted on margin] 
Helpful booklet MG on Trading 
Methods sent free on request 


Gijshom & (HAPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 


52 Broadway New York 
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Dividends and Interest 








Middle West 
Utilities Company 
Notice of Dividends 


Common Stock—The Board of Di- 
rectors of Middle West Utilities Com- 
pany has declared a quarterly dividend 
of 2% in Common Stock (being one- 
fiftieth of a share) on each share of 
Common Stock outstanding on Jan- 
uary 15, 1932, payable February 15, 

1932, to Common stockholders of 
record on the Company’s books at the 
close of business at 5:00 o’clock P. M, 
on January 15, 1932. 


> 


$6 Convertible Preferred Stock, 
Series A—The Board of Directors of 
Middle West Utilities Company has 
declared on each share of its $6 Con- 
vertible Preferred Stock, Series A, a 
quarterly dividend of $1.50 in cash or 
(at the election of the holder, filed on 
or before January 15) of three- 
eightieths of a share of Common Stock, 

payable February 15, 1932, to the 
holders of record on the Company’s 
books at the close of business on 
January 15, 1932. 


EUSTACE J. KNIGHT, 


Secretary 











BENEFICIAL INDUSTRIAL 
LOAN GORPORATION 


Dividend Notice 


EGULAR quarterly 

dividends have been de- 

clared by the board of direc- 
tors, as follows: 


Preferred Stock Series A 8734c 
per share 
Common Stock 37}4c per share 


Both dividends have been 
declared payable January 30, 
1932 to stockholders of record 
at close of business January 
15, 1932. 
E. A. Battery 
Treasurer. 








| Borden’ 


Common Divipenp 
No, 88 
A quarterly dividend of seventy- 
five cents (75¢) per share has been 
declared on the outstanding com- 
mon stock of this Company, payable 
March 1, 1932, to stockholders of 
record at the close of business Feb- 
ruary 15,1932. Checkswill be mailed. 
The Borden Company 
Wo. P. Marsn, Treasurer. 


KAA LT 


1931-82 








Gr wate, | Yi ~ ’ 
E Low 


Kennecott Comper 20% 
Kresge Co. (8. 26% 
Kreuger & Toll 22% 20% 
Kroger Grocery & Baking 17% 


Tenet & Myers Tob, B 
Liquid Carbonic 
Loew’s Inc, 


Mathieson Alkali ... 
May Dept. Stores .... 
McKeesport Tin Plate 
Mont, Ward & Co 

¥ 


Nash Motor Co. 

National Biscuit 
National Cash — A 
National Dairy 

National Sewer & i Light 
North American Co 


Oo 
Otis Elevator 
Otis Steel 


P 
Pacific Gas & Electric 
Pacific Lighting 
Packard Motor Car 
Paramount Publix 
Penney (J. C.) 
Phillips Petroleum 
Prairie Oil & Gas 
Prairie Pipe Line 
Procter & Gamble 
Public — of N. J 
Pullman, 
Pure oll 
Purity Bakeries 

R 


Radio Corp. of America 
Radio-Keith-Orpheum 
Remington-Rand 

Republic Steel 

Reynolds (R. J.) Tob. Cl. B 
Royal Dutch 


Safeway Stores 

Sears, Roebuck & Co.. 
Shell Union Oil 
Simmons Co, 

Sinclair Consol. Oil Corp 
Skelly Oil Corp 
Socony-Vacuum Corp. 
So. Cal, Edison 
Standard Brands 
Standard Gas & Elec. Co 
Standard Oil of Calif 
Standard Oil of N. J. 
Stewart-Warner ype AeA mE 
Stone & Webster 
Studebaker Corp. 


Texas Corp. 

Texas Gulf Sulphur 

Tide Water Assoc. Oil 

Timken Roller Bearing 
Uv 


Underwood-Elliott-Fisher 
Union Carbide & Carbon 
United Aircraft & Trans 
United Corp. 

United Fruit 

United Gas Im 

U. 8S. Industrial. Alcohol 


bber 
4 moe Tal Ref. & Mining.. 
. Steel Corp 


Vv 
Vanadium Corp. 


Ww 
Warner Brothers Pictures 
Western Union Tel 
Westinghouse Air Brake... 
Westinghouse Elec, & Mfg atl, 
White Motor Y% 
Woolworth (F. W.) ax 
Worthington Pump & Mach % 43 








+ Bid Price. § Payable in stock. 


High 
31% 
29% 
273% 
354% 


87% 
34% 


86 
107% 
26% 


12% 
106% 
* Amount win or declared during year. 


Low 


19% 
1% 


85 
15% 


New York Stock Exchange 
Price Rangeof ActiveStocks 


INDUSTRIALS AND MISCELLANEOUS (Continued) 


Last  Div'd 
Sale $ Per 
1/18/82 Share 


12% 
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Chemicals to Lead Industrial 
Advance 
(Continued from page 409) 








ocean 


there is no funded debt and that of 
wbsidiaries is negligible. 

In view of these factors, Union Car- 
hide would seem to conform particu- 
larly well to a plan contemplating the 
purchase of stocks which will not only 
survive the present depression with but 
moderate impairment of earning power 
or position, yet will be quick to reflect 
the inevitable turn for the better. Our 
other preferences, having in mind the 
sme objects, are duPont and Air Re 
duction, while Monsanto Chemical is 
attractive as a leader in its particular 
division of the industry and on the 
basis of demonstrated record should 
show substantial gains. 

The acquisition of these four stocks 
would constitute a promising and di- 
versified stake in a basic industry which 
must lead in any material business ad- 
vance. 








Answers to Inquiries 
(Continued from page 421) 








§ accumulations on these preferred stocks 
amounted to $3,267,899 material addi- 
tions to which no doubt will be made, 
since resumption of payments is net in 
eatly prospect. As a matter of fact, 
present indications are that the estab- 
lishment of satisfactory earnings by this 
company will be deferred for some 
time to come. Consequently, we look 
upon the class A shares as a relatively 
unattractive speculation at this time 
and counsel against purchases. 


LOOSE-WILES BISCUIT CO. 
My mind keeps changing as to whether 
! ought to hold the 100 shares of Loose- 
Wiles which cost me 47%, so I have de- 
cided to write you. I hope you can find it 
possible to reply at once giving your ad- 
me, as I have always found the latter to 
be very helpful—L. A. F., Austin, Texas. 


Loose-Wiles Biscuit Co. ranks as the 
second largest enterprise in the spe- 
cialty baking field, controlling over a 
ozen bakeries strategically located 
throughout the United States. Loose- 
Wiles’ products are distributed under 
the trade name of “Sunshine” through 
@ unique merchandising system, and 
or some time have been favorably re- 
ceived in the American household. 
Since 1927, the management has been 
aggressive in its expansion of facilities, 

ving acquired in the more recent 
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past, the Tru-Blue Biscuit Co., operat- 
ing a chain of plants on the Pacific 
Coast, the Schust Co. and the Stand- 
ard Biscuit Co. of San Francisco. Al- 
though the company benefited from 
lower raw material costs, this favorable 
factor was offset by declining trend of 
dollar sales volume during the year, in 
reflection of lower purchasing power 
of the public. However, full 1931 re- 
turns are believed to have been ample 
to provide for the regular annual divi- 
dend distributions of $2.60 a share as 
well as the extra dividend payments of 
40 cents per share. For the nine 
months ended September 30, 1931, 
Loose-Wiles reported net income of 
$2.31 a common share as compared 
with $2.65 a share in the corresponding 
1930 interval. A factor which should 
be taken into consideration in govern- 
ing the merits of the company’s shares 
is the apparent policy of the manage- 
ment to pass on to consumer the sav- 
ings effected through lower wheat 
prices. It is yet too early to anticipate 
1932 earnings, but barring unforeseen 
adverse developments, at least the regu- 
lar dividend is secure. Loose-Wiles 
common, in our opinion, might well be 
retained in the average business man’s 
portfolio, as a medium for representa- 
tion in the specialty baking field, and 
we advise against disturbing your pres- 
ent position in the shares. 


STANDARD BRANDS, INC. 


I have some stock in Standard Brands, 
Inc., which I have held ever since I received 
it in exchange for my old Fleischmann Co. 
holdings. I have always felt confidence in 
this issue because of the fundamental 
character of the company’s products and 
am thinking of taking advantage of the 
present low price to buy a little more. 








Important Dividend 


Announcements 
NOTE—To obtain a dividend directly from the 


company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 
Ann’l 
Rate 
$.50 Allis-Chalmers Mfg.... .12%4 
.60 Centrifugal Pipe Corp.. .15 
1,00 Consol, Gas of N. Y.... 1.00 
2.50 Continental Can Co.... .62% 
1.20 Hall (W. F.) Printing.. .30 
6.00 Hershey Chocolate Corp. 1.50 
2,00 Owens-Illinois Glass ... 
2.40 Procter & Gamble 
3.00 Pullman, Inc. 
2.00 Stand’d Pwr, & Lt. com. 


2.00 Standa 
com, 


Amount Stock Pay- 
Declared Record able 
1-28 2-15 
2-5 2-15 
2-5 3-15 
2-1 2-15 
1-28 2-2 
1-25 2-15 
1-30 2-15 
1-25 2-15 

2-15 
2-11 3-1 


© ef aneenonanonand 


2-11 3-1 
Q 1-25 
-15 Ext 1-25 


50 Q 2-16 
6.00. U. 8. & Foreign Sec. 
BOW BRO ect cocces 1.50 Q 1-23 


2.40 Woolworth (F. W.) Co.. .60 Q 210 








Would you advise this and have you any 
recent news concerning Standard Brands? 
—J. J. M., Buffalo, N. Y. 


Representing a merger of the Fleisch- 
mann Co., Royal Baking Powder Co. 
and E. W. Gillett Co. of Canada in 
1929, with the subsequent absorption 
of Chase & Sanborn and Widlar Food 
Products Co., Standard Brands now op- 
erates in almost all branches of the 
package food industry, including coffee, 
tea, salad dressing, pickles, baking pow- 
der and yeast, the latter proving, thus 
far, to be the most important. Through 
the consolidation of the facilities of 
what were individually dominant con- 
cerns in various divisions of the food 
industry, Standard Brands now has dis- 
tribution outlets in 16,000 cities and 
towns directly served and an additional 
36,000 communities to which shipments 
are made by rail or truck. A further 
major benefit of the consolidation is 
found in the ability of Standard Brands 
to build up its trade position through 
well directed advertising of its various 
trade-marked products. Through the 
first two years of the company’s ex- 
istence, economic conditions have not 
been favorable, nor has it been possible 
to realize immediately upon the full 
advantages of the consolidation. In 
1930, the first full year of operations, 
the company reported net earnings 
equal to $1.22 a share on the common 
stock compared with the earnings of 
the company, its subsidiary and prede- 
cessor companies equal to $1.37 a share 
on the same basis in 1929. In 1931, 
the benefit of consolidated operations 
made itself felt to a greater extent, 
and in the first nine months, net earn- 
ings were equal to 91 cents a share 
against 88 cents a share in the corre- 
sponding period of 1930. Earnings for 
the full 1931 year are believed to cover 
the current $1.20 a share annual divi- 
dend rate by a small margin, and there 
is reason to anticipate an upward trend 
of earnings in the near future. We 
consider the shares in the light of an at- 
tractive speculative opportunity at cur- 
rent prices and would endorse pur- 
chases during periods of market weak- 
ness. 


MAY DEPARTMENT STORES 
Co. 


How did May Department Stores come 
through 1931? Their fiscal year doesn’t 
end till January 31 but I may have missed 
some published announcements concerning 
the volume of Christmas business. Would 
you advise selling now?—P. J. S., Wichita, 


Kan. 


May Department Stores Co. ranks 
as the second largest department store 
chain in the United States, operating 
in the cities of Akron, Cleveland, St. 
Louis, Denver, Los Angeles, and Balti- 
more. All of the company’s units have 
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been enlarged and modernized, during 
the more recent past, with a view to- 
ward handling a greater volume of 
sales when and as business generally 
returns to more normal levels. Since 
several of the stores are located in high- 
ly industrialized communities, the com- 
pany has been particularly hard-hit by 
curtailed buying power of the public. 
Despite this unfavorable factor, earn- 
ings for the fiscal year ending at the 
close of this month, will probably cover 
present dividend requirements of $2.50 
a share by a fair margin, although fall- 
ing short of those of $3.03 a share re- 
ported for the fiscal year ended Janu- 
ary 31, 1931, It is believed that the 
forthcoming annual statement of the 
company will reveal a stronger finan- 
cial. condition than that reported as of 
January 31, 1931. The factor govern- 
ing the future prospects of this enter- 
prise is the manner in which the com- 
pany will meet the increasingly keen 
competition in the department store 
field. This trend is likely to have a 
retarding affect upon profits of the com- 
pany. However, quotations for May 
Department Stores common stock have 
fairly well discounted this phase of the 
situation, and rather than sacrifice pres- 
ent holdings, we counsel maintenance 
of your present long position with a 
view toward further developments. 


N. Y., N. H., & HARTFORD R. R. 


I read the able article which you pub- 
lished about New Haven a couple of 
months ago but feel that I need a little 
further advice. I bought 200 shares at 42 
and am wondering whether it is advisable 
to hold in the face of the recent dividend 
omission—F, R. L., Denver, Colo. 


The recent omission of the $1 quar- 
terly dividend due on New York, New 
Haven & Hartford common stock for 
the fourth quarter of 1931, was in re- 
flection of the sharp decline in earn- 
ings of the road through the year. In 
the first 11 months of the year, New 
Haven reported net earnings of $2.86 
a share on the common stock and it 
appears that full year results will ap- 
proximate $3 a share. In 1930, earn- 
ings were equal to $7.33 a share. Until 
general business in New England im- 
proves materially, no sustained re- 
covery of earning power by the rail- 
road is to be anticipated. However, 
the management has effected important 
operating economies, the most recent 
of which is the voluntary acceptance of 
a 10% wage cut by the 4,500 shopmen 
on the road. While it is yet too early 
to accurately forecast 1932 results, 
probable genera] wage reductions and 
increased freight rates should permit a 
favorable comparison with 1931 net, 
provided trafic holds at last year's 
levels. In the course of 1930, New 
Haven considerably reduced its fixed 
charges by retiring obligations totalling 
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$26,633,453. Of this amount, $8,118,- 
959 represented obligations previously 
purchased but the balance was pur- 
chased out of cash and liquid assets in 
the treasury. As a result, the finan- 
cial condition of the road was seriously 
weakened, and on September 30, last, 
current liabilities of $26,754,646 ex- 
ceeded current assets of $22,069,948 by 
a substantial margin. Current market 
conditions prevent new financing 
through the sale of common stock or 
bonds. While we concede the unfavor- 
able aspects of the present status of the 
road, we feel that these have been 
amply discounted in the market price 
of the common stock, and favor reten- 
tion of the shares on their long-term 
speculative possibilities. 








Johns-Manville Co. 
(Continued from page 411) 








some delay in consolidating the activi- 
ties of new acquisitions, but when 
their business is dropping precipitously 
the task becomes doubly difficult. 

Nevertheless, Johns-Manville has 
made efforts to cope with existing con- 
ditions. Actual production costs have 
been cut in many ways. Further 
savings will result from the wage re- 
ductions recently announced. Yet 
another interesting step taken in an at- 
tempt to attain wider distribution and 
increased sales was the announcement 
at the beginning of last year of a de- 
ferred payment plan. The company 
will do its own financing and collect- 
ing, and payments may be extended 
over a period from six months to two 
years. Should the contemplated im- 
provement or repair work be extensive, 
the company will go so far as to finance 
the whole project if only a reasonable 
proportion of the materials entering 
into the work be of its own making. 

Further assurance of the company’s 
capacity to weather the present de- 
pression is to be found in its strong 
financial position, which is certainly 
not impaired by reason of the fact that 
neither the company nor its subsid- 
iaries have any fixed income-bearing 
obligations outstanding. It might also 
be noted that the banking house of 
J. P. Morgan is prominently identified 
with the management. 

Little more can be asked of a com- 
pany at the present time than that it 
be in a position to survive the de- 
pression and have the prospects of 
vastly increased business some time in 
the future. Johns-Manville Corp. 
meets both of these conditions and is 
therefore to be recommended for long- 
term holding on the part of those 
having the patience to hold on. For 
the reason that it may go against him 


even if bought at present prices a pyr. 
chaser should guard against over. 
tension, but if he buy well within his 
means the commitment should prow 
a profitable holding. 
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Price Differences Must Be 
Adjusted 
(Continued from page 390) 








part of the story. These are startling 
but are not the only maladjustment 
which choke business. 

Throughout the list, commodities are 
sufficiently out of line-with each other 
to hamper the normal process of ex 
change. Raw materials on the average, 
according to the Department of Labor, 
stand at 62 (1926 = 100) whik 
finished products are more than 10 
points higher at 73.2. In general, that 
vast portion of the population which is 
engaged directly or indirectly in raw 
production is at a disadvantage in ex 
changing its values for those of other 
groups. 

It is apparent, then, that what is 
needed is the correction of these in 
dividual inequalities, either by the low. 
est values moving up, the highest com: 
ing down or both. A wholesale infla 
tion, by means of credit manipulation 
would relieve the present stress but it 
is difficult to believe it could in any § 
way solve the underlying problem. It 
would not be possible by credit infla 
tion to raise some prices, without tend: 
ing to raise all. And if all prices are 
raised artificially, the maladjustments of 
group purchasing power will remain 
exactly what they are today. We would 
change the level, but not the ratio. 

What must happen to bring bac 
prosperity? The answer is that proc 
essing, distributing and other inter 
mediate costs must come down 
Wages, rents and mortgage obligations 
must be adjusted to the new standard. 
Agricultural and other raw products 
which generally are selling below pro 
duction costs, must come up. 

How can this be done? The answer 
is to let economic nature take it 
normal course, as it is now doing, with 
substantial corrective effect already 
evident. The movement of prices, 9 
loudly bewailed, is in itself the great 
remedial ‘influence. Farmers only 
waste time in agitating for lower equip 
ment prices. That will come, auto 
matically. Otherwise, there can be 00 
exchange. There is no, power so great 
as that of price. Regardless of th 
magnitude of disruption, it has never 
failed to restore a reasonable balanc 
of supply and demand and of values 
Time anda free hand are all it now 
requires to set us right. 
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Complete Financial Library 


in 11 Volumes 


HESE standard books published by THE MaGAzINE OF WALL STREET cover 
T every phase of modern security trading and investing. Written in a concise, 

_ easily understandable, manner they give you the result of years of research 
and successful market operation—the foremost tried and proven methods and the 
important fundamental principles which you can apply to your individual needs. 


Fourteen Methods of Operating 
in the Stock Market 


presents in detail the actual methods used by some of the 
most successful forecasters of market conditions showing 
the factors that, in their opinion, cause a rise or decline in 
security values. 


(No. 2) You and Your Broker 


Discusses every phase of the relationship between your 
broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 3) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No. 4) Studies in Stock Speculation 


Contains the ten Cardinal Trading ee ag that you must 
employ if you are to make consistent profits in your market 
operations. Provides you with a complete knowledge of 
stock market technique. 


(No.5) The Proper Time to Buy Low-Priced 
Securities for Big Profits 


Especially adaptable to current market conditions. Tells 
how to detect buying points in short swings and in individual 
stocks, when and what to buy for quick profits, buying 
securities for speculation, etc, 


(No.6) How to Invest for Income and Profit 


Gives a clear explanation of the fundamental principles es- 
sential to profitable investing under the new market con- 
ditions. Written during the depression, it outlines the new 
policies and procedure necessary for profitable investing in 
these times. 


(No. 1) 





Individual Price of 
Each Book .... $2.25 


When Sets of 2 or 
More Books Are 
Ordered. Each. . $1.50 











THE MAGAZINE OF WALL STREET, 
42 Broadway, New York, N. Y. 


PLEASE send me your Complete Library of 11 Standard 
Books on Security Trading and Investing. 
1 $15 Enclosed. OC. O. D. $15. 


Address 


January 23, 1932 


(No. 7) How to Secure Continuous Security 
Profits in Modern Markets 


Will be especially appreciated by every businessman, investor 
and trader—for it contains the principles upon which the 
experts of THE MaGAZINE oF WALL STREET base their judg- 
ment in the selection of securities. 


(No. 8) Financial Independence at Fifty 


Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independ- 
ent. Shows how to budget your income; to save; the kind 
of insurance most profitable, etc. 


(No. 9) 


Necessary Business Economics for 
Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


(No. 10) Cardinal Investment Principles upon 
which Profits Depend 


Tells how to put your financial house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger. spots which otherwise could be avoided only 
through costly experience. 


(No. 11) 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds, 


The Investor’s Dictionary 


fusely illustrated with charts, graphs and tables, replete 





with practical F and gestions. They are all 
tichly bound in dark blue flexible fabrikoid, lettered in 


| The entire 11 books are uniform in size and style, pro- | 
gold, and will make a handsome addition to any library. 





Special Offer 


Complete Library of 
Entire 11 Books. $15 











All orders outside of the Continental U. S. A. 
must be accompanied by full remittance. 
LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting 
$2.25 if only one is ordered, or $1.50 each if sets of two or 
more books are ordered. ) 
oO Enclosed. (1C. O. D. $ 


1) Please mail me, without obligation, your descriptive book circular. 
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**For the Loan Oft Loses Both 
Itself and Friend” 


(Continued from page 392) 








however, one-fourth goes into a sink- 
ing fund to build up a guaranty that 
Germany will be able to meet pay- 
ments to the United States in the 21 
years after the debt to the Allies has 
been liquidated. 

Between the Allies and the Germans 
the idea now pretty generally per- 
meates the public opinion of the world 
that the United States is the most 
selfish nation of all. 

All it has to do, runs the propa- 
ganda, to regain its former esteem, is 
to forgive the money it lent the Allies; 
everybody, including the United States, 
will then be happy. The Germans will 
have their tax burdens so reduced 
that they will be able to drive the 
United States out of competitive 
markets and even force enough goods 
into the United States to pay off 
private loans. 


The Crusader Becomes Shylock 


The United States earned its Shy- 
lock reputation by going, like a de- 
voted crusader, into a great war and 


saving Europe from German conquest. 
In that war it spent about 27.5 billion 
dollars, outside of the money it lent 
the Allies. Then just to polish off its 
philanthropic record it refused any 
portion of the conqueror’s spoils. It 
wouldn't take any part of reparations, 
even for pensions, beyond the actual 
losses of its citizens and the cost of 
the army of occupation, an occupation 
that Germany greatly desired. It let 
the Allies take all the German col- 
onies—estimated to be worth at least 
20 billion dollars. It let England take 
the German merchant marine. It 
gladly saw France take back Alsace- 
Lorraine, worth 10 billions, and it let 
Poland take part of Silesia and other 
territories. After that it even went 
over to Europe and fed victors and 
vanquished alike to keep them from 
starving to death after the war. 

Since the war American banks and 
investors have lent some 2 billion 
dollars to Germany to help the Ger- 
mans get onto their feet. Now the 
Germans blandly explain that it is 
doubtful whether they can pay the 
American investors back if they are 
compelled to pzy reparations and so 
reimburse the American taxpayer for 
the money he lent the Allies. 

Aside from a remarkable unanimity 
of opinion that they ought to be ex- 
cused from all payments to the United 
States both Germans and Allies allege 
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that they can’t pay because (1) they 
can’t afford to pay, and (2) that if 
they could they can’t get hold of 
the means of payment. 

The first allegation is absurd. With 
virtually no other national debt 
Germany's 60 million of efficient 
people can easily pay 400 million 
dollars a year in normal times. The 
Allies are spending annually for arma- 
ments about seven times as much as 
their present annual payments to the 
United States, which are less than 250 
million dollars. The latter sum, by the 
way, is only about 60 per cent of the 
interest the United States is paying on 
the money it lent the others! 

The second allegation rests on the 
ground that having got together funds 
to pay the United States there is no 
way to transfer them into American 
dollars delivered in the United States. 
They either have no gold or not 
enough, they say, to suffice for domes- 
tic monetary needs. They declare that 
they have no credits in the United 
States to draw against except such as 
are absolutely necessary to implement 
trade. Nor can they build up such 
credits, because the United States 
tariff keeps out their goods. Any 
credits they may build up will be ab- 
sorbed in paying interest to American 
private creditors, it is explained. And, 
anyway, they remark that every dol- 
lar they do send us means a dollar 
less of goods bought from the United 
States. That is to say, they can’t pay, 
and if they could it would be bad 
business for the United States. 

France, of course, with about a 
quarter of the world’s gold, and a 
billion of bank deposits and short- 
time credits in the United States is a 
palpable exception to the general 
European plaint. But France has 
coolly served notice on the United 
States that payments on account of 
her debt depend entirely on Germany’s 
payments to her. All the debtor na- 
tions agree that if American investors 
will provide the necessary exchange 
credits through fresh private loans it 
will be possible to make transfers. It 
is because of such loans that they have 
been able to pay so far. 

Parenthetically it is worth noting 
that Europe—chiefly France—which 
claims to be without adequate Ameri- 
can credits for the service of its debts 
was able to withdraw about 725 
million dollars of gold from the United 
States during six weeks in September 
and October. 

Actually, European short- and long- 
term credits in the United States now 
stand at about 7 billion dollars. 

If the Allies had the will to pay 
they could find a way to get govern- 
mental possession of these private 
credits and use them to meet their 
external debts. 


The way trade is drifting now ; 
may not be long before the Unitej 
States will be importing more than i 
exports. We are through with foreign 
lending for a long time, it is true, by 
that means that our interest and diyj. 
dend receipts from abroad will fall of 
When times improve we may spend 
more on travel in Europe and more on 
European shipping and other services, 
The balance of international payment 
may begin to run against us enough tp 
absorb the debt payments. The Dem 
ocratic policy tariff bill now in Con 
gress looks to that end. Under such 
circumstances it will be very convenient 
for us to have an annual debit back 
log of 250 billion dollars. Also, our 
unpaid bill will have a certain disci 
plinary value in the future if Europe 
becomes a bit bumptious. Then, too, 
our chronic Don Quixotism will find 
it agreeable to have a trifle of ten bil 
lions or so to pay the Europeans to 
disarm. 


The Shadow of Reparations 


It is undoubtedly true that the 
reparations and debts burdens are 
heavy in these parlous times, and not 
easily borne. There is doubtless much 
difficulty in effecting transfers, both 
between Germany and the Allies and 
between them and us. Those are 
arguments for extensions of payment, 
or temporary moratoria, but they are 
not arguments for reduction or can § 
cellation. In any event it has been 
emphatically settled by Congress that 
for the time being we are through with 
all kinds of debt leniency. 

Reparations is a European problem. 
If Germany can’t or won't pay, it is 
up to her creditors to prevent her col: 
lapse. And they will—when they find 
that we are devoting our whole atten 
tion to our own troubles. 

Europe is quite capable of settling 
its own reparations mess. It wants us 
to settle it and save Germany in peace, 
just as we saved the Allies in wat. 
But if we don’t volunteer, they will 
do the rescuing themselves. They've 
got to. 

It is not improbable that the Allies 
in the coming conference at Lausanne 
will greatly lighten Germany’s current 
reparations load and may even take 2 
big slice off the whole of it. It is als 
probable that if they do they will 
coolly recoup the concessions from vs. 
That is, they will stop paying, or pay 
only in proportion to what they gt 
from Germany. It is not impossible 
that they will, soon or late, repudiate 
the whole of their governmental debts 
to us. 

Chancellor Bruening’s abrupt at 
nouncement that he goes to Lausanne 
only to proclaim the end of reparations 
may bring repudiation soon. But he 
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has yet to reckon with France and its 
new Laval ministry. 

If repudiation ensues, about all we 
can do is to grin and bear <t, but that is 
something very different from our gov- 
ernment voluntarily giving up the bil- 
lions of dollars it took from American 
taxpayers under the promise to get it 
back from the borrowers. 


Europe vs. American Taxpayers 


The issue is really between our tax- 
payers and Europe. They will long 
remember what an international banker 
who has been placing American in- 
vestment money in Europe to the detri- 
ment of American taxpayers’ money 
already there truly told a Senate Com- 
mittee the other day: 

“Whether these debts are paid or 
not is a political question primarily in 
every country. If they are large 
enough they naturally have a reflex on 
other debts, and each country must 
consider what repercussions its han- 
dling of these debts will have on its 
own situation. Nations have not paid 
nations so much from the sanctity of 
the obligation as from the expediency 
of the moment.” 

Our investors may get some of the 
sanctity but our taxpayers will get all 
of the expediency. 








Collect the Debts 
(Continued from page 4177) 








posits. The bank at first refused to 
allow the insurance company to make 
any investigation of its condition. The 
depositor then said, all right I will with- 
draw my deposits and tell my clients 
why I have done so. The bank allowed 
an investigation, the policy was issued, 
later the bank assessed its stockholders 
heavily to keep from closing. 

This all goes to show how littl 
brains the head of some such institu- 
tions have. If they had had brains 
they would have said, sure, that is a 
fine idea, we are for it, have your in- 
surance company look us over. 

If that had been done there would 
not later have been a long list of with- 
drawals by their large depositors, which 
got the bank in bad. The bank was 
sound but short of liquid assets. Just 
to let you know what is in the mind of 
a backwoodsman.—W. T. 
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Now is the time! 
New England is the place! 


fp TEST new plans, new products, and to offer new 
securities to a market that has withstood financial stress 
in better degree than any other. New England’s conserva- 
tism, diversified industries, and huge reserve of savings and 
wealth have rendered this area—if not depression proof—at 
least panic proof. Hence New England seems destined to 
respond first to the new business era of the future. 


Standing alone in its adequacy of coverage of finan- 

& cial buyers is the Boston Herald-Traveler, a veritable 
giant in its influence on things financial. The 
Herald-Traveler—and the Herald-Traveler alone— 
can well be made the basis of the future financial 
growth of New England. 


BOSTON HERALD-TRAVELER 


New England’s outstanding financial advertising medium. 




















One of New York City’s Finest Rooms! 
THE SILVER GRILL 
For Private Entertaining 
Dinners e and Dances 


at reasonable rates 


Write, or phone Wickersham 2-4400 
FRANK GREGSON, Manager 


HOTEL LEXINGTON 


LEXINGTON AVENUE at 48th STREET, NEW YORK CITY 


Direction of J. Leslie Kincaid 
American Hotels Corporstion President 


























IN ADDITION TO The West Penn 


J Electric Company 
a NOTICE OF DIVIDENDS 
The Board of Directors has declared 


dividends—payable semi-annually, by ie fen eg Magma 
either coupon or check, our certificates upon the 7% Cumulative Preferred Stock, 
issued in units of $50 to $5,000 offer and of one and one-half per cent. (114%) 


you— upon the 6% Cumulative Preferred Stock 

of The West pe aici Company, = 

H H the quarter ending February - : 

Safety of Principal a poo ? rine: § Ne par pe 

stockholders of record at the close o 
Guaranteed Income business on January 20, 1932. 

Borrowing Privileges G. E. Murnrie, Secretary. 

No Fluctuation in Price 


A card from you will bring full details 
regarding this excellent safe investment. TAX FREE 
' Ask for Booklet “A” =k eahooanipeas 


THE BANKERS BUILDING 5% Per Cent Investment 
& LOAN ASSOCIATION a ae ae aee 
1510 Glenarm St., Denver, Colo. Progressive Building al oan Association 
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Book Review Section of The Magazine of Wall Street 














DIRECTORY OF DIRECTORS IN 
THE CITY OF NEW YORK 


Directory of Directors Co. 


HE 1931-1932 issue of the 
a Directory of Directors in the 

City of New York, recently 
published, offers several new fea- 
tures which should make it of even 
more value to the financial library than 
its predecessors. For the first time, 
members of important partnerships, 
such as firms in the Stock, Curb, and 
Cotton Exchanges, are included. Also, 
there is an index which gathers to- 
gether under the titles of their respec- 
tive corporations the names of all the 
individuals listed in the Directory sec- 
tion. So handy is this section for ref- 
erence purposes that it is to be re- 
gretted that the publishers did not ex- 
pand it to include all the directors of 
the corporations listed, whether men- 
tioned in the Directory section or not. 
However, with the cover already 
stretched to contain 1738 pages and the 
volume still compact, it is probably too 
much to expect. Considering the num- 
ber of changes that have taken place in 
directorates during the past year, we 
consider the new edition a necessity to 
anyone who would be informed on 
these matters.—M. S. D. 


THE MASQUERADE OF 
MONOPOLY 


By FRANK ALBERT FETTER 
Harcourt, Brace & Co. 


HE MASQUERADE OF MO- 

NOPOLY has for its thesis the 

idea that monopoly is with us 
as much, if not more, than ever. After 
a generation of anti-trust legislation 
and administration, we are as com- 
pletely under the domination of the 
so-called trusts as we were years ago. 
The commercial liberty of the common 
man is about gone—and will remain 
so until something is done again to 
curb monopoly, which has crawled 
over, under, and around the anti-trust 
laws. The law and the courts, Dr. 
Fetter thinks, have agreed that mo- 
nopoly is guilty of something or other, 
but they can never find the guilty 
monopolists. The main monopolistic 
device, according to Dr. Fetter, is the 
practice of establishing prices from bas- 
ing points, these sometimes being points 
where the commodity is not produced 
nor even sold. All price discrimination 
is held to be “a sign and exercise of ~ 
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monopoly power.” A posted public 
price sytem is the only way, it is held, 
that discrimination can be stopped. 

Whatever may be the reader's views 
re ing the remedies for monopoly, 
he will find the book a vivacious and 
stimulating account of how it has de- 
veloped and is developing in America. 
Just now the question of the revision 
of the anti-trust laws has become al- 
most a living-room topic, and a reading 
of The Masquerade of Monopoly will 
be found ihe a special course in eco- 
nomic history, which makes learning 
easy.—T. M. K. 


<> 


Facts, News and 


Comments 


The co-partnership of D. M. Minton 
& Co.-has been formed for the trans- 
action of a general brokerage business 
in securities and commodities. The 
new firm, whose main office will be 
located at 111 Broadway, will hold 
memberships in the New York Stock 
Exchange, the New York Curb Ex- 
change, and the Chicago Board of 
Trade. Partners are David M. Min- 
ton, Albert S. Wasserman, David M. 
Minton, Jr., and Robert H. Minton, 
members of the New York Stock Ex- 
change, and Herman N. Scheer. 





s * &* 


Harry B. Van Allen has become as- 
sociated with Peter P. McDermott & 
Co., members of the New York Stock 
and Curb Exchanges, as manager of the 
trading department. 


William Norman Holmes has been 
admitted to general partnership in the 
firm of Appenzellar, Allen & Hill, 
members of the New York and Phila- 
delphia Stock Exchanges. 


Calvin Bullock, sponsor of United 
States Electric Light and Power Shares, 
reports that, since this trust was first 
offered on February 1, 1930, the net 
change in regular cash dividends paid 
by portfolio companies has been an in- 
crease equal to $13.52 per unit. No 
company in the portfolio has passed its 
regular dividends, nor has it seemed 
advisable to eliminate any of the 44 
public utility stocks comprising this 
unit type fund. , cine tue 








Chesapeake & Ohio 
(Continued from page 403) 
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smaller towns. Chesapeake & Ohio 
has an added outlet into and across 
Michigan by reason of its ownership 
of control of Pere Marquette. Nor- 
folk & Western profits from its con- 
nection with Pennsylvania. 

The favorable capital structure of 
these two companies, particularly Nor- 


folk & Western is well known. I . 


long term debt is only $111,995,532 
against $163,640,600 capital stock. 
Fixed charges are less than $5,000,000 
a year, an average of around 414%, 
Those of the Erie were in the neigh- 
borhood of $14,000,000, even 25 years 
ago. In the treasury of Norfolk & 
Western may be found valuable securi- 
ties, notably about $43,000,000, par 
value, short term railroad, _ state, 
county, municipal and industrial obli- 
gations. 

Chesapeake & Ohio is not so for- 
tunate just now as to its treasury hold- 
ings. They include 509,200 shares of 
Virginia Transportation, a wholly 
owned affiliate. This holding company 
was organized by the Van Sweringens 
to take over shares of other railroads 
acquired by them. It owns about 150, 
000 shares of Erie first preferred, 
nearly 30,000 second preferred and 
660,000 common. Chesapeake & Ohio 
also has in its own treasury 266,000 
shares of Pere Marquette common and 
nearly 13,000 preferred. On none of 
these stocks are dividends being paid. 


_ This fact has reduced Chesapeake & 


Ohio investment income materially. 
Still it was able to show about $3.50 
share for its common last year. 

The importance of conservative but 
aggressive management to the success 
of a railroad has been stressed. Chesa- 
peake & Ohio and Norfolk & Western 
have just this kind é6f management. In 
every respect they: have a real rail- 
road. Many of the results for both 
companies are on record and may be 
had for the looking. There are some 
features of the management in each 
instance that have not been put down 
in public documents, but which have 
had much to do with the almost un 
believable returns for 1931. 

If these features of policy and man: 
agement had been in effect on the rail: 
roads generally, some of the big ones 
might have come nearer to earning 
their common dividends last year than 
they did. It seems that Chesapeake & 
Ohio has a particularly well organiz 
research department which studies the 
state and needs of industry in all sec’ 
tions of the country, using bituminous 
coal, and into which the shipping of it 
by that company would be practicable. 


= All those areas are covered by experi 
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enced men in person—they are virtu- 
ally sellers of Chesapeake & Ohio coal. 
They know where the product is used 
and do their utmost to put in the 
Chesapeake & Ohio variety. Norfolk 
Western does the same thing 
through another medium. ‘This kind 
of salesmanship is a distinctly new fea- 
ture of railroad operation. 

Railroad executives very generally, 
for years, have taken refuge in the old 
saw, “We have only transportation to 
sll. We can carry only the traffic 
available.” The Chesapeake & Ohio 
and Norfolk & Western managements 
sour the country for additional mar- 
kets for their chief commodity, bitumi- 
nous coal. Supposing that the rail- 
roads that have the major part of the 
original haul of the wheat of the South- 
west and Northwest had gone out in 
the last two years looking for new mar- 
kets for that commodity. Quite prob- 
ably they would have had a materially 
bigger haul and the surplus in their 
respective territories would have been 
considerably smaller. 

The day has passed when anyone— 
even a railroad—can sit quietly if not 
idly by and wait for business and traffic 
to come. Everybody must turn sales- 
man and go out for business. Spe- 
cifically, all the big railroads could well 
afford to have a well trained and alert 
research department, that would study 
carefully all the possible markets for 
the leading commodities produced in 
the territories served by their respec- 
tive lines and give the information to 
farmers, industrial and business inter- 
ests having these commodities for sale. 

Now for a few figures as to the 

actual and estimated results of Chesa- 
peake & Ohio and Norfolk & Western 
in 1931. It may be noted first that in 
spite of dullness in industry the bitumi- 
nous coal traffic of both roads held up 
surprisingly well. This was due to low 
stocks in the hands of consumers, to 
the fact that much of the coal came 
from non-union mines and could be 
produced and sold more cheaply, and 
to the aggressive methods to get new 
business, to which reference has been 
made. 
_ Although Chesapeake &@ Ohio's net 
income for the first 11 months was only 
$25,719,269 against $31,707,640 in 
1930, a decrease of $5,988,371, it was 
equal to $3.36 a common share against 
$4.14 the year before—an excellent 
showing. The stock is on a $2.50 
annual basis. 

Taking the returns for the first 11 
months, it is estimated that Norfolk & 

estern earned around $14.25 a share 
for its common stock in 1931. In 1930 
the return was $21.97 and in 1929 
$29.05. The full regular dividend of 
$10 a share and the usual extra of $2 
@ share have been paid for last year. 

It is easy to see that, as the business 
of the country, particularly in indus- 
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“Investment Counsel 


For The Banker’ 


is the title of booklet which should be read by every 
banker. 


It describes a two-fold service that is unique in its 


completeness—in its practicability. 


A service that is actually greater in value than a com- 
pletely trained and equipped department of security 
experts within the bank. 


A service that recognizes and is designed to solve the 
present day problems of the bank in connection with its 


own investments in securities. 


A service that is of incalculable value to the trust 
department—and to the loan committee. 


A service that is rendered for a fee which is truly 


moderate—a fee that recognizes depression conditions. 


Use the coupon below to send for “Investment 
Counsel for the Bankers.” There is no obligation, of 


course. 


INVESTMENT MANAGEMENT 


SERVICE 
A division of the Magazine of Wall Street 


42 BROADWAY NEW YORK, N. Y. 


Investment Management Service owe 


42 Broadway, 
New York, N. Y. 


Kindly mail us a copy of your booklet, “Investment Counsel 
for the Banker.” 
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Price Range 
——_—, Recent 
Name and Dividend Low Price 


Aluminum Co. of Amer 48 58 

Aluminum, Ltd. 102 18% 21 

Amer. Commonwealth Pr. A. y % 
. Cit. Pr & Lt. A (3).. 19% 26 
. Cyanamid B % 2% 3% 
. Lt, & Tr. (2%) 544% 18% 24 
. & Foreign Pwr. War.. 8% 4% 
. Gas Elec. (1) 91% 828% 38% 
. Superpower 8 4 
. Gas Elec ‘‘A’’ (Stk. 


tors 
Elec, Bond Share (6% stk.). 
Ford Mot. of Canada A 


trial lines, picks up, the bituminous 
coal traffic of these two roads is bound 
to improve proportionately. If they 
could make the showing that they did 
under the adverse conditions in 1931 
it is reasonable to suggest that with the 
larger volume of traffic, the balance for 
the common stock will move up again 
toward the figures for 1930 and 1929. 
Both stocks are therefore well justified 
commitments for income and profit 
over a reasonable period. 

Pennsylvania owns a controlling in- 
terest in Norfolk & Western and the 
latter is allocated to the former in the 
eastern consolidation plan now under 
consideration by the I. C. C. Directly 
or indirectly Chesapeake & Ohio al- 
ready owns control of the Erie and 
has asked for formal allocation of the 
property to itself in its grouping of 
the four-system arrangement in the 
East. Both roads should profit further 
from these connections if the whole 
plan goes through as now mapped out. 








Consolidated Gas of Baltimore 
(Continued from page 405) 








mon stock was $5,448,100 for the 
eleven months, ended November 30, 
1931, equivalent to $4.67 a share on 
the average amount of common out- 
standing, which compares with $5,- 
498,385 for the eleven months’ period 
of 1930, equivalent to $4.86 a share. 

Capitalization is well balanced 
436 
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Name and Dividend 


Hudson Bay M. & 8 

Humble Oil (2) 

Internat, Pet. (1 

L, I, Light (.60) 

Mid. West Util. (8% stk.)... 

New Jersey Zinc (2) 

Newmont Mining 

New York Steam (2.60) 

Niagara Hudson Power (.40). 

Niagara Hudson Pwr. B war. 

North States Pwr. A (8).... 

Pennroad Corp. (40) 

Public Util, Holding Corp. of 
Amer. (X WAar.).........00- 

St. Regis Paper 

Salt Creek Prod. (1) 

Smith (A, 0.) 

Standard Oil of Ind. (1) 

Standard Oil of Ky. (1.60)... % 

Swift & Co. (2) 80 

Trans Lux 

Trans. Air Trans 

United Founders 

United Lt. & Pow. A (1).... 

United Gas Corp 11% 

U. 8. Elec. Pwr. (w. w.) % 

Utility Pwr. & Lt. (10% stk.) 14% 

Woolworth (F.W.) Ltd. (.29%) 12% 


sisting of $63,746,500 of bonds (also 
$21,000,000—Safe Harbor Water 
Power bonds guaranteed) followed by 
approximately $21,983,000 of pre- 
ferred stocks—in three issues carry- 
ing dividends of 5%, 6%, and 
514%—and no par’ common stock of 
which 1,167,397 shares are outstand- 
ing. 

The conservative capitalization of 
the company increases the strength of 
the common stock and the equity of 
the latter in the earnings of the com- 
pany. According to the most recent 
statement about 21% of the gross ac- 
crues to the common stock, a ratio 
higher than in most other utility com- 
panies. With respect to depreciation 
charges (retirement expense) the man- 
agement is likewise conservative, set- 
ting aside in 1930 about 7.3% of the 
gross revenues for this purpose. 

For the full year 1931, common 
stock earnings will approximate $5.25 
a share against $5.42 in 1930 and 
$6.44 in 1929. The common shares 
have been receiving a dividend of 
$3.60 a share which, on the present 
price of 60 for the stock, represents a 
yield of 6%. For the time being no 
higher distributions are expected but 
with the return of normal business 
conditions, the connected industrial 
load will again be contributing its full 
quota to the company’s earnings, to 
which will be added the large gains 
made principally in the domestic use 
of electric service. Earnings on the 
common should then-. quickly..regain 


the small drop shown in the past tw 
years and go to even higher levels 
which should find reflection in the 
price of the stock. At current levels 
the shares rank as a favorable common 
stock investment for income and ulti. 
mate profit. 








The Magazine of Wall Street’s 
Common Stock Price Index 
(Continued from page 417) 








cient number of low priced stocks, 
however are retained in the list to keep 
the Index highly representative of the 
market as a whole, and transactions in 
the issues now included still amount to 
over 90% of the total volume in all 
listed common stocks. 


Computing the Index 


In response to many inquiries, we re- 
produce the following brief description 
of how the Index is derived. 

Each group, including the Combined 
Average, is computed separately, as 
follows: 

First determine the price index of 
each component issue, by finding the 
percentage ratio of its closing price for 
the current week to its closing price 
the preceding year. Then find the 
simple arithmetic average of these in 
dexes. This gives an auxiliary index, 
called the “current year index.” Fi 
nally, multiply this current year index 
by the group’s closing index for the 
previous year, and divide by 100. The 
result will be the group’s current 
“secular index,” as published. 

The price index is compensated, by 
customary methods, for all stock divi 
dends, split-ups, rights and assessments, 
which amount to at least 10% of the 
current market price. 

Space limitations prevent publication 
regularly of all groups which enter into 
the index; so that the number of issues, 
by groups, as printed in THE MAGA 
ZINE, will always foot up less than the 
total number included in the Com 
bined Average. 

The accompanying tabulation of 
yearly closing indexes demonstrates the 
universality with which stocks have re’ 
sponded to the general decline of the 
past year. Those who have followed 
the index throughout the year, how 
ever, will have observed considerable 
difference in both the degree and the 
time in which various industrial groups 
were affected. In the recovering phase 
of the market cycle now in prospect 
similar tendencies will be noted as some 
industries respond to quickening int 
ences more rapidly than others 
servance of these tendencies will prove 
a helpful guide to intelligent long-term 
investment during the months to come. 
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The Irony of Big Business 
Seeking Government 
Management 
(Continued from page 388) 








smething else. If this show flops they 
will probably have a chance to put on 
theirs. But we should pray to be saved 
from having a two-ring circus. If the 
credit unfreezing idea doesn’t work in 
practice it will not do a great deal of 
harm. And we will have had the satis- 
faction of learning that business 
weather is not controllable by govern- 
ment. But if we go in for the La Fol- 
lette show of a bond issue of 5,500 
million dollars for public construction 
it is certain that many innocent specta- 
tors will be hurt, that inflation will be 
explosive, that price equalization proc- 
esses will be checked and that we will 
have the makings of an early recur- 
rence of depression after a period of 
ftful and feverish activity. 








Missouri Pacific Railroad Co. 
(Continued from page 401) 








4,000 miles of track, a second lien on 
more than 2,500 miles and a third and 
fourth lien on other mileage. They 
are further secured by certain stocks, 
bonds and real estate. Moreover, de- 
spite the drastic decline in revenues, 
which became particularly acute in the 
latter part of last year, the road is 
estimated, by applying income from 
subsidiaries, to have covered its fixed 
charges for 1930 with a small margin 
to spare. 

Missouri Pacific first and refunding 
3s are available in a variety of ma- 
turities, the earliest of which falls due 
in 1965 and the most distant in 1981. 
From the standpoint of security of 
course they are all equal. There is also 
litle difference either in the price of 
the various series, or in the respective 
yields. This is in the neighborhood of 
% at the present price of 56. We 
reiterate that the bonds are not gilt- 
edged investments. And it would take 
a long succession of extremely favor- 
able developments to make them so. 
They are, however, representative of 
the domestic second grade railroad 
bonds which have recently been so ab- 
surdly over-sold. While some 50% of 
heir previous value has now been re- 
covered, they do not appear to have 
exhausted their possibilities, despite the 
fact that there are clearly prospects of 
“me reaction to consolidate the gains 
WyMede. ot ; 
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Utilities Face Critical Problems 
in New Financing 
(Continued from page 399) 








excessive amount of securities issued. 

As long as general business pros- 
perity is maintained and financing is 
relatively easy, the inflated type of 
utility holding company can carry on, 
but when general business conditions 
become depressed and financing diffi- 
cult the situation is brought to a head. 
The crisis is usually brought on by the 
inability to meet maturing obligations 
or bank loans because of the difficulty 
of floating new issues, even though in 
many cases interest and service require- 
ments can be met from current earn- 
ings. At the present stage of the 
financial and industrial depression, 
financing is indeed a problem. 

Even the largest and strongest cor- 
porations, including those outside the 
utility field, must resort to duress 
methods in meeting their financing re- 
quirements today. The New York 
Central Railroad, for instance, had to 
pledge $100,000,000 mortgage bonds 
as security to raise a short term loan 
from its bankers. Utilities whose 
credit is sound must resort to similar 
practice, although it is possible that 
relief may soon be afforted to sound 


organizations by the operations of the 
Government-sponsored Reconstruction 
Corporation until conditions have im- 
proved sufficiently to make permanent 
financing possible. 

Meanwhile, the prudent investor in 
utilities will investigate the indebted- 
ness of companies in which he is in- 
terested to discover whether another 
American Commonwealths exists 
among them. He will closely scru- 
tinize a company heavily capitalized, 
that has expanded lavishly and un- 
wisely and that may be embarrassed 
by maturing indebtedness in the 
months to come. He will scan forth- 
coming balance sheets for evidence of 
large bank loans that might prove 
dificult to renew or liquidate. 

That a critical stage for many public 
utility holding companies has been 
reached is clearly evident from the 
failures mentioned in the beginning. 
If conditions in 1932 do not improve, 
a few of the other systems may find 
themselves in trouble, necessitating re- 
organization and recapitalization on a 
more moderate basis. 

The conservatively managed holding 
companies and the operating companies 
which have expanded along sound 
lines have little to worry about. Their 
place in investors’ esteem is amply jus- 
tified. Indeed when the industry as a 
whole is purged of its weak members 
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ment, Magazine of Wall Street, 42 Broad. 
way, New York City. 
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$per Share 1928 1929 1930 
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5 (N) 40.21 
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PARTIAL PAYMENT PLAN 
An old established New York Stock Ex. 
change house invites the purchase of high d 


Sahoo Recent Theis listed securities on monthly time 


able Pri % grade 
5 ripti klet vi 
138.50 No 12 ; payments. Descriptive booklet of plan sent 


5.6 
No 85 5.9 = request. — tl 
41.30 No 64 6.3 ODD LOT TRADING f 
John Muir & Co., members New York Stock ! 
Exchange, are distributing to investors t2 
their booklet ‘‘Odd Lot Trading,’’ which ex. 
plains the many advantages diversification u 
offers to large and small investors. (225). ' 
THE BACHE REVIEW y 
A summary of the general financial and al 
business situation, published every week by 
J. 8. Bache & Co., 42 Broadway, New York. p 
Sent on application. In writing please men- tc 
tion the Bache Review. (290). 
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Norfolk & Western 
Atchison, Top. & 8. Fe 
Union Pacific 


182.20 
49.18 
49.48 


Pacific Gas & Elec. Ist R 4.57 5.25 
% 20.72 

3.63 

16.95¢ 
16.95¢ 
$22.10 
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3.61 
10.21¢ 
10.21 
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6 9.75t 

Public Service of New Jersey. Cc) §20.92 

North American Co ; 40.22 
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North Amer. Edi (C) 53.15 2 
Buffalo, Niagara & Eastern Pr. 4.52 3 by Chisholm & Chapman, contains ‘wet 2: 
cence ge ag a 4 4 7.9 helpful information for traders. A copy ar 
Columbia Gas & Electric ‘‘A 30.78 8.0 will be sent to you upon request together 
United Corp, ee 8.1 with their latest Market letter. (785). ar 
American Water Works & El. 31.05 8.4 “A CHAIN OF SERVICE” in 
ee See aes al describes and illustrates the history and ib 
development of the Associated Gas and r 
° Electric System. A complimentary copy P 
Industrials = be forwarded simply by requesting 
Procter & Gamble (2nd) 5 (C) = 185.59 4.9 SECURITY SALESMANSHIP—THE PROFESSION 
du Pont (E, I.) de Nemours This booklet, published by Babson Institute, or 
a 69.06 6.0 contains an interesting discussion of the spe- j Hl 
123.40 6.1 cialized field, together with information about | A 
Allied Chem. & D 68.63 6.1 the course of training being adopted by | 
Hershey Conv. 16.25 6.2 scores of the leading investment houses for St 
Mathieson Alkali Works 6.7 their salesmen. (905). 
Diamond Match . 6.8 eS 
General os mares soatabe eu io 6.8 In 
. . ) . . ° . 
Semen Wiger c.ns-ssseescs-~ 440 70 of the Reconstruction Corporation is | me 
Amer. Smelting & Rotniag... +4 whether public sentiment responds fa — 
Curtis Publishing 8.2 vorably to them. The test of conf W 
eee ad dence is money in circulation, the pres Es 
Coy STE ao ear ey peteaacart oT All wea. stock, f Rorular ata, ot, i] ent huge volume of which indicates er MH} ve 
cessive fear and hoarding. The cur C: 
rent decrease from the recent holiday th 
peak in circulation is far less than sea me 
and becomes more uniformly like these cult than the War Finance Corpora- sonal expectation and much under the & 
high grade companies the progress of tion had to contend with. Its ultimate corresponding figures for 1931 and TI 
the future will at least equal if it does success or failure can only be measured 1930. Thus, convincing evidence of om 
not eclipse their record in both boom over a period of years and, obviously, reversal of hoarding remains lacking, TI 
and subsequent depression. will depend largely upon the caliber of although there has been an abrupt de Hi 
the man placed in charge of it. Thus, cline in the number and size of bank Sa 
its greatest stock market importance failures. an 
How Far Can This Market Go? lies in the immediate field of public Fortunately, it is apparent that the 
psychology. ‘American people are coming to a reali 
(Continued from page 385) In arbitrarily reducing its buying zation that we are not dependent upon B 
rate on bankers’ bills at a time when Europe and that recent fears of a div 
the money market had given definite astrous European collapse were & On 
of public confidence. Any inflation indications of a rising trend, the Fed- aggerated, as this publication hw 
that it brings about is likely to center eral Reserve Bank of New York ex- steadily contended. In Germany, 
in securities and in credit, rather than ercises its power to check deflation. The Bruening has in somewhat impoliti _ 
commodity prices, and in degree will effect of its policy—if not the motive manner announced that no more rept 
be dependent more upon the public of it—is to improve the bond market rations could be paid—but has m = 
° . ° ° ° . . h hi nts that ( 
attitude than directly upon the action and thus pave the way for absorption mediately followed this wit 
of the Government or the banks. of impending Federal financing. Germany will listen to reason an » 
The Reconstruction Corporation is Easy money was the first remedy would accept a reasonable extension 0 am 
rightly regarded with high hope, al- tried in this depression. It failed to the present moratorium. 
though its ambitious name should not work and had to be reversed last We can, therefore, look forward Nam 
lead us to expect too much. Its essen- autumn. Whether a reversion to it the Lausanne conference with hope 
tial purpose is to bolster the existing now is more appropriately timed and that France, England, Italy and Ger Add 
business structure by supplying help in hence more promising remains to be many can work out a constructive solv 
crucial spots, rather than to bring about _ seen. tion among themselves. If so, ano . City 
business inflation. The conditions In any event, the practical test of the beam will have been bolted into | 
Which will :confront it are more diffi-.» success .of the-present credit. policy and. edifice of .returning. confidence. 
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“Financial 
Independence 


at Fifty” 


BOOK which outlines 

successful plans for in- 
vestment and _ semi-investment 
through which you may become 
financially independent without 
taking chances or depending 
upon ‘luck. Shows how to budget 
your income; to finance a home; 
and the kind of insurance most 
profitable. It will tell you how 
to save and still get the most out 
of life as you go along. 
231 pages. Illustrated with tables 
and charts, replete with examples 
and suggestions. Richly bound in 
imitation Morocco, dark blue flex- 
ible fabrikoid, lettered in im- 
pressed gold. 


PARTIAL CONTENTS 


Two Plans Suggested for Initial 
Accumulation. -— The Preferred 
Stocks—Judging a Good Bond. 
—The Six Ages of Investment.— 
In- and - Out - of - Season Invest- 
ments.—Insurance for Assurance. 
—The Expectation of Life— 
Women’s Sphere in Investments. 
—The Professions and Their In- 
vestments——The Case of the 
Cautious Investor. — Assuming 
the Risk Involved.—Group Invest- 
ment.—The Six Per Cent Bridge. 
—Plans for a Young Capitalist — 
The Investor as a Scientific Bor- 
rower and Valued Customer.— 
The Answer to the Engineer of 
His Own Fortune.—Budgets and 
Savings Systems.—How to Create 
an Income Worth “Budgeting.” 
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D Plesse send me without obliga- 
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Condensed Statement, December 31, 1931 





RESOURCES 


Cash on Hand, in Federal Reserve Bank, and due 


from Banks and Bankers . 


U. S. Government Bonds and Certificates 


Public Securities . . 

Stock of the Federal Reserve Bank 
Other Securities . . j 
Loans and Bills Purchased PR 
Real Estate Bonds and Mortgages 


Items in Transit with Foreign Branches 


Credits Granted on Acceptances 
Bank Buildings . . 


Accrued Interest and Accounts Resetvable 


- $ 257,806,418.75 
274,349,207 .44 
34,596,044.44 
7,800,000.00 
22,686,032.18 
778,505,668.63 
1,445,273.43 
8,358,702.88 
86,715,794.72 
14,554,843.29 
7,222,066.19 





$1,494,040,051.95 


LIABILITIES 


Capital . 
Surplus Fund ‘ 
Undivided Profits 


90,000,000.00 
170,000,000.00 
24,959,038.49 
$ 284,959,038.49 





Accrued Interest, Miscellaneous Accounts 


Payable, Reserve for — etc. , 
Acceptances 


Liability as Endorser on | Acceptances and Foreign Bills 
. $1,025,049,550.56 


Deposits . 
Outstanding Checks 


SMe Sigs 8,112,102.82 
86,715,794.72 
44,231,200.07 


44,972,365.29 1,070,021,915.85 
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DIRECTORS 
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Company 
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W. W. ATTERBURY, President, Penn- 
sylvania Railroad’ Company 

EDWARD J. BERW'ND. Chairman of the 
Board, Berwind-White Coal Mining 
Company 
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American Telephone & Telegraph 
Company 

HENRY G. DALTON, of Pickands, 
Mather & Company 

. Ade DAVIS, of Davis Polk Ward- 
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caonaae W. de FOREST, Chairman of 
the Board, Southern Pacific Co. 

EDWARD D. DUFFIELD, President, The 
Prudential Insurance Company of 
America 

CHARLES E. DUNLAP, President, Ber- 
wind-White Coal Mining Company 
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LEWIS GAWTRY, President. The Bank 
pe meveees in the City of New 
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ROBERT W. GOELET, Real Estate 
PHILIP G. GOSSUER, President, Colum- 
bia Gas & Electric Corporation 
EUGENE G. GRACE, President, Beth- 

lehem Steel Corporation 

W. A. HARRIMAN, of Brown Brothers 
Harriman & Co. 

JOHN A. HARTFORD, President, The 
Great Atlantic & Pacific Tea Co. 


DAVID F. HOUSTON, President, The 
Mutual Life Insurance Company of 
New York 

CORNELIUS F. KELLEY, President, 
Anaconda Copper Mining Co. 

beter oy W. LAMONT, of J. P. Morgan 

0. 

CLARENCE H. MACKAY, President, 
Commercial Cable-Postal Telegraph 
System 

ANGUS D. McDONALD. Vice-Chairman, 
Executive Committee, Southern 
Pacific Company 

R'CHARD B. MELLON, President, Mel- 
lon National Bank, Pittsburgh 

GRAYSON M.-P. MURPHY, of G. M.-P. 
Murphy & Co. 

WILLIAM C. POTTER, President 

LANSING P. REED, of Davis Polk 
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GEORGE E. ROOSEVELT, of Roosevelt 
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CHARLES B. SEGER, Chairman, Execu- 
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“There’s none so good as LUCKIES” 


SHE'S MISCHIEVOUS, ResTiess “I've tried all cigarettes and there’s none so good as 
AND 20, WEIGHS 112 POUNDS. LUCKIES. Andincidentally I’mcarefulin my choice 
Miss Harlow has smoked Luckies Of cigarettes. I have to be because of my throat. Put 
ret ore rs vend = me down as one who always reaches for a LUCKY. 
pai orher signed $ ‘ement. e ] 

rons to stardom fa" Mell’s Angela” It’sa real delight to find a Cellophane wrapper that 
...and if you've seen her new opens without an ice pick. 


COLUMBIA PICTURE, “THREE 
WISE GIRLS,” you'll understand 


e§ 
why thousands of girlsare trying to 
match her riotous platinum blonde ’S oOas ed 
locks. We appreciateall she writes 


of Luckies, and » "Thanks, o- - 
cmt _ Your Throat Protection— against irritation— against cough 
And Moisture-Proof Collopha eteors Keeps that “Toasted” Flavor Ever Frost 











